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The Department of State BULLETIN, 
a weekly publication issued by the 
Public Services Division, provides the 
public and interested agencies of 
the Government with information on 
developments in the field of foreign 
relations and on the work of the De- 
partment of State and the Foreign 
Service. The BULLETIN includes 
selected press releases on foreign pol- 
icy, issued by the White House and 
the Department, and statements and 
addresses made by the President and 
by the Secretary of State and other 
officers of the Department, as well as 
special articles on various phases of 
international affairs and the func- 
tions of the Department. Informa- 
tion is included concerning treaties 
and international agreements to 
which the United States is or may 
become a party and treaties of gen- 
eral international interest. 
Publications of the Department, as 
well as legislative material in the field 
of international relations, are listed 
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U. S.-Latin American Trade—A Two-Way Street 


by Henry F. Holland 


Assistant Secretary for Inter-American Affairs? 


Iam happy to be here with you to talk about our 
inter- American trade, a subject upon which I have 
addressed many of you on other occasions. Today 
I shall speak principally to our U.S. exporters 
and should like to make these specific points : 


(1) Our international trade with Latin Amer- 
ica is the largest that the United States carries on 
with any area of the world. It is exceedingly im- 
portant to our own welfare and to that of the other 
American Republics. 

(2) It is the policy of our Government to 
strengthen and expand this vital trade. That 
policy enjoys the wholehearted support of each 
of our two great political parties. 

(8) This policy contemplates that, consistent 
with our national interests, we not only shall pro- 
tect existing levels of inter-American trade but 
shall undertake to expand our trade with the rest 
of the hemisphere. 

(4) The principal limiting factor on the vol- 
ume of our inter-American trade is the level of 
U.S. imports from the area. This is true because, 
although there is a large unsatisfied Latin Ameri- 
can demand for U.S. exports, their purchases from 
us cannot appreciably exceed the dollars they earn 
by selling goods and services to us. 

(5) Lastly, the primary burden of increasing 
U.S. markets for Latin American exports rests on 
exporters in those countries. 


However, and I want to emphasize this point, our 
| own exporters have an obvious interest in seeing 
_ those markets increased. So true is this that it 
| might well be good business for United States ex- 





* Address made before the National Foreign Trade Coun- 
cil at New York, N. Y., on Nov. 14. 
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porters to consider ways in which they can help 
increase the dollar income of their good customers 
to the south. 


Importance of Inter-American Trade 


Going back to my first point, the importance of 
our inter-American trade, you all recall that its 
dimensions are impressive. Every year we buy 
about $3.5 billion of goods and services from Latin 
America, and they use the dollars so earned to 
buy about the same volume from us. That means 
an annual trade of about $7 billion, which is 
greater than our trade with any other part of the 
world. It exceeds our trade with Canada or with 
Europe—or with Asia, Africa, and Oceania com- 
bined. It represents 27.5 percent of all our 
exports and 34.5 percent of our imports. 

To Latin America it is even more important. 
To say that it is 41 percent of their exports and 
57 percent of their imports does not give a com- 
plete picture. The national economy of some of 
the countries is largely geared to production for 
export to the United States. It is not an exaggera- 
tion to say that, if anything seriously adverse were 
to happen to the U.S. markets for their principal 
exports, it would mean economic and political 
chaos for some countries in the area. The eco- 
nomic dislocations would affect the lives of mil- 
lions of people. 

It is easy to understand, therefore, why the bi- 
partisan policy of our Government is to protect 
and increase the volume of our inter-American 
trade. Our citizens should support the adminis- 
tration and the Congress in this wholesome policy 
of resisting efforts to reduce the volume of our 
inter-American trade, whether through increased 
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tariffs, reduced quotas, or other restrictive devices. 
The efforts of certain domestic producers to put 
competitive Latin American imports at a disad- 
vantage are entirely understandable. But the 
greater national interest requires that we protect 
existing levels of international trade in the hemi- 
sphere. To date the administration and the Con- 
gress have successfully resisted every effort to 
reduce our imports of Latin America’s major ex- 
ports—and every one of those exports except coffee 
has come under fire. If this record is to be main- 
tained, our voters must understand the importance 
of protecting our inter-American trade and must 
insist on it. 


Expansion of Inter-American Trade 


The first thing to emphasize about our trade with 
the other American Republics is the importance 
of preserving its existing levels. But that is not 
enough. Our national interest demands that we 
expand it. And it is about this that I would speak 
to you today. I have said that our trade with 
Latin America is larger than that we carry on with 
any other region. Does that mean we can be satis- 
fied with its present level? Decidedly not. There 
is every reason to believe that our inter-American 
trade can be enormously expanded with commen- 
surate benefits to all our peoples. Let us compare 
our trade with the Latin American area and our 
trade with Canada, which is the most important 
single country in our foreign trade. Thirty-four 
percent of our imports come from Latin America 
and 23 percent from Canada, a difference of 11 
percent. Our exports to Latin America were last 
year about 5 percent greater than those to Canada. 

But look at the difference in the two trading 
partners. Geographically, Latin America is more 
than twice as large as Canada. Its population of 
174 millions of people is almost 12 times greater 
than that of Canada. The potential resources of 
the 20 Latin American Republics enormously ex- 
ceed those of our neighbor to the north. The in- 
escapable conclusion is that when the potentialities 
of our trade with Latin America are as fully de- 
veloped as is now true of Canada our trade with 
our southern neighbors will be much larger than 
it now is. Think what it would mean to the 
economic and political stability and strength of 
Latin America if its trade with the United States 
could be doubled or tripled. Think of the benefits 
to our own economy that this would imply. 


960 


Our Government has acted effectively to in- 
crease the volume of our inter-American trade, 
As I have said, it has kept existing channels of 
trade open. It has been resourceful in devising 
tax and other incentives to encourage U.S. capital 
to go into those areas of Latin America where 
local conditions are reasonably attractive and 
where foreign investors are wanted. It has ef- 
fectively supplemented private sources of invest- 
ment capital through a policy which has increased 
Export-Import Bank loan authorizations more 
than 500 percent in the last fiscal year. It will 
participate in the International Finance Corpora- 
tion, the proposed International Bank subsidiary 
designed to encourage the flow of private capital 
into economic development. Our Government has 
offered generous credit facilities to enable the U.S. 
exporter to compete with terms offered by sup- 
pliers from other countries. Where there is a 
legitimate relation to our national defense we have 
purchased abroad for stockpile, thus increasing 
the dollars available to buy our exports. 

All of these measures are helpful. But they 
alone will not produce the increase in our inter- 
American trade that we all want. Indeed, no 
government can either create or sustain a strong 
and expanding international trade. We have the 
power to cripple it, and at times the actions of 
governments work in that direction. But trade 
means the production of goods, their transporta- 
tion to markets, and their sale for consumption. 
Governments are, at best, high-cost producers. In 
times of peace they are not generally important 
as consumers. The real producers and consumers 
are our people. They are the only element whose 
activities are large enough to produce and con- 
sume goods on a vast scale. The greatest con- 
tribution any government can make to the 
strengthening of trade is to encourage private 
enterprise to take the risks and to make the effort 
to produce more goods for consumption. 

This is essentially a supporting role. The real 
drive, resourcefulness, and direction must come 
from private businessmen like yourselves. 


Role of Private Enterprise 

If you agree that our Government is performing 
its supporting role effectively, will you inquire 
with me today into a second question? Is private 
enterprise doing its share to increase inter-Amer'- 
can trade? 
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The United States businessman feels, and 
rightly, that he is one of the world’s best mer- 
chandisers. His most resourceful energies are de- 
voted to the task of creating new demands abroad 
for U.S. products, to introducing them into new 
markets, to devising new selling and credit pro- 
cedures that will enable customers to buy greater 
volumes. He believes that both individually and 
as a group he is doing about as effective a job as is 
possible to increase our trade in the hemisphere. 
He complains at times that the import restrictions 
and exchange controls imposed by the governments 
to the south are slowly reducing his sales to the 
point that he may soon be out of the market. 

We all know that the dollar shortage in some 
Latin American countries leads them to impose 
restrictions which channel their limited exchange 
reserves into the imports considered most neces- 
sary to the national economy. Some of our ex- 
porters remember wistfully the days just after the 
last war, when Latin America had ample reserves 
of dollars, when she could afford to pay for all 
those products that she wants today and cannot 
buy. We would all like Latin America’s purchas- 
ing power to be as strong today as it was then. 
It would be a fine thing for international trade. 
But we conclude logically it is impossible so long 
as the dollar shortage continues. 

What causes the dollar shortage? We all 
know it exists because Latin America just does 
not sell enough goods for dollars. There most 
of us drop the matter. Latin America is a good 
market, because there is a strong sustained de- 
mand for U.S. products. But, like so many good 
markets, it is limited by the dollars available, and 
that is a problem, our exporter will say, about 
which he can do nothing. 

Iam going to be presumptuous enough to say 
that there is something our exporters can do, that 
we may be overlooking an opportunity that a re- 
sourceful merchandiser should seize. Very sim- 
ply, it lies in the failure of our U.S. exporters to 
devote time, money, and effort to increasing our 
imports from Latin America; to their failure to 
do something themselves about that dollar short- 


| age. Each of our exporters competes for a larger 


piece of the pie represented by our export market 
tothe south. That is a wholesome feature of our 
private enterprise system. But should they not 
ilso be trying to increase the size of the pie? 
Every additional dollar that Latin America earns 


December 12, 1955 


by selling to us means an increase in her capacity 
to buy from us. 

You may say, and quite logically, that this is 
the job of the producer in Latin America. If he 
wants to sell more in the U.S., let him get out and 
develop the market here just as you have there. 
It is in fact his job, but I wonder if you do not 
have just about as big a stake as he in seeing that 
it is done successfully. 

What is the situation today? For a moment 
forget about the particular products in whose sale 
abroad each of you is interested and look at the 
problem of inter-American trade the way your 
Government must. We would like to see every 
individual U.S. exporter do a bigger’ business. 
But for some purposes we look at the entire group 
as one composite exporter whose product, whether 
goods or services, is simply labeled “U.S. exports.” 
Let us be frank about it. That composite ex- 
porter isn’t doing too well in Latin America. He 
is eager to increase his volume of business. The 
demand for his product is strong. But he is up 
against a stone wall represented by the amount of 
dollars that his customer has available to spend. 
Latin America can spend for U.S. exports some- 
where in the neighborhood of $3.5 billion a year. 
If by aggressive salesmanship our exporter in- 
creases his sales of one product, it simply means 
that his volume on some other has to take a com- 
pensating drop. His aggregate business can’t ex- 
ceed that ceiling of dollar availability. 


Dollar Loans 

Our composite exporter can increase his overall 
volume a little by offering credit terms and by 
arranging for his Latin American customers to 
borrow dollars. He looks to his Government for 
help here. As you know, the response has been 
generous. The Export-Import Bank has been 
quite active in the field of exporter credits. Both 
it and the International Bank have substantially 
intensified their lending activities in Latin Amer- 
ica. Last fiscal year the Isrp authorized new 
credits in the area of $125 million—30 percent of 
its total activities for the year. The Export- 
Import Bank authorized new credits in Latin 
America of $284 million or 58 percent of its total 
loans. But I believe you will agree with me that 
loans are not a very satisfactory way to build up 
an export trade. For each dollar that they in- 
crease sales in a current year, those in some future 
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year when the dollar is repaid must be reduced. 
This burden of loan repayment is now taking a 
substantial share of Latin America’s available 
dollars. Annual repayments of principal to the 
Export-Import Bank and the Isrp combined 
amount to about $50 million per year. The major 
portion goes to the Export-Import Bank, which 
has a larger volume of loans in the area. This 
repayment figure will go up substantially in future 
years as amortization payments become due on 
loans made during the recent years as well as on 
loans yet to be made. 

Dollar loans are necessary not so much to in- 
crease the volume of U.S. exports as to hurry 
economic develepment in the debtor countries, 
A dollar loan which simply increases consumption 
of U.S. exports does not benefit the U.S. nor the 
debtor country as much as does a loan which con- 
tributes to economic development. 


Increasing U.S. Imports From Latin America 


It seems to me that, rather than on credits, our 
composite U.S. exporter should concentrate at- 
tention on increasing the earned income of this 
good Latin American customer. That income has 
been holding pretty constant around the $3.5 bil- 
lion mark for several years. How can we increase 
it? Several ways are obvious. One, of course, 
is to buy more of his goods and services. Does 
this mean that U.S. exporters, instead of selling 
their own products in Latin America, should be 
out selling Latin American products in the U.S. ? 
If we want to increase our exports it may be that 
we will have to do something like that, and the 
person with the greatest interest in seeing it done 
is the U.S. exporter. It would be good business 
for him to be looking around for ways to increase 
U.S. consumption of the products that we now 
import. 

I am not suggesting that our exporters take over 
the job of developing U.S. markets for Latin 
American products. Obviously that is primarily 
the function of Latin American private enterprise. 
However, I do believe that this is clearly another 
case in which by helping a Latin American inter- 
est we help our own. It is one where help from 
U.S. private enterprise will produce results that 
well repay the effort. 

Coffee is a good example of a product whose 
consumption might be increased. It is our largest 
U.S. import—about $1,400 million a year. We buy 
it from 14 Latin American countries. Yet, in a 
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sense, coffee sells itself in the United States, 
There is a good deal of brand advertising of the 
kind designed to make a person who is accus- 
tomed to drinking one kind of coffee shift to an- 
other. But there is no coordinated industrywide 
sales effort designed to increase our national con- 
sumption of the product. I am not an expert in 
these matters, but I have heard it said, and it 
seems reasonable to me, that such a program would 
probably increase consumption substantially. 

Who would benefit if our imports of coffee 
were to be increased by, say, 10 percent? That 
would be about $140 million a year. Certainly the 
tens of thousands of people engaged in the pro- 
duction, processing, and transportation of coffe 
abroad would benefit. But is it not also true that 
the sales of our own exporters in those 14 Latin 
American countries would increase by approxi- 
mately the same amount? 

Our composite U.S. exporter would do well, it 
seems to me, to consider the practicality of a co- 
operative effort with his opposite number in the 
Latin American coffee industry. Any increase in 
our imports of coffee would produce about the 
same dollar benefit to the business of each. 

A second way to increase our imports from 
Latin America is, of course, to find new sources of 
products for which there is today an unsatisfied 
demand in the United States. Copper is such an 
import. It is estimated that after a 5-year devel- 
opment period the new $200 million copper project 
in southern Peru will produce about 140,000 tons 
of copper a year. Even before the recent price 
increase this would have raised Peru’s dollar in- 
come by about $84 million a year. Whatever the 
price 5 years hence, our composite U.S. exporter 
can look forward to a substantially bigger market 
in Peru. 

The iron ore development in northern Venezuela 
is another case in point. It will produce millions 
of tons per year for export. 

A third way to increase our imports from Latin 
America is to find markets in the U.S. for nev 
products that we have not traditionally imported. 
I was pleased to learn that U.S. private enterpris 
has contracted to purchase and import substantia! 
quantities of natural gas from Mexico. Mexico’ 
expanding reserves are such that she can expo! 
gas without imperiling the supply of her own cot: 
sumers. This contract, I believe, will mean @ 
increase in Mexico’s annual dollar income of mot 
than $5 million. 
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Next, we should not lose sight of the fact that, 
after coffee and petroleum, Latin America’s big- 
gest dollar earner is the U.S. tourist. He spends 
over $450 million a year in the area. In Mexico 
tourism is the largest source of dollars—an esti- 
mated $124 million in the first 4 months of the 
current year. Our composite U.S. exporter could 
profitably investigate ways of cooperating with 
our own authorities and those in Latin America 
that are working to increase the volume of our 
tourist travel there. 


Development Capital 


Another obvious way to increase the income 
of your Latin American customers is to channel 
new supplies of development capital into the area. 
The benefit to the U.S. exporter is obvious. In 
the first place, a new investment frequently means 
the sale of capital equipment to establish a new 
industry. But there is a long-term benefit. These 
new industries contribute in the ways so familiar 
to all of us to strengthening the local economy. 
That, in turn, means a sound and lasting increase 
in our international trade. 

In this area of capital supply U.S. private enter- 
prise is measuring up rather well to its role in 
strengthening inter-American trade. There is an 
abundance of U.S. private capital available for 
investment abroad. There is no scarcity of U.S. 
investors familiar with Latin America and will- 
ing to take an active part in its development. The 
same is increasingly true of European investors. 

I have already spoken of what our Government 
is doing in the field of trade expansion, economic 
development loans, and the encouragement of new 
investment. It is noteworthy that official credits 
very frequently result in substantial private in- 
vestment. For example, in the Peruvian copper 
development which I mentioned, a $100 million 
Export-Import Bank loan is being matched by a 
somewhat larger amount to be contributed by pri- 
vate investors. 

I believe that it is fair to say that the flow of new 
investment capital in each country will be meas- 
ured by the local government and people rather 
than by factors over which the U.S. has control. 
Regardless of the amounts of investment capital 
available, regardless of the interest which may 
exist among investors, and regardless of the in- 
centives which may be afforded by our own Gov- 
ernment, investment capital will not be forth- 


December 12, 1955 


coming in any country unless local conditions are 
those which private investors everywhere in the 
world require before they will risk their capital. 

Some of you may feel that my remarks today 
have only an academic interest. You might say 
that it is plausible, but quite impractical, for a 
Government official to urge U.S. exporters to 
divert their attention from marketing their own 
products to finding new markets in the United 
States for products of foreign exporters. It is all 
very well to talk of the opportunities of a com- 
posite U.S. exporter, but none of you is he. Sup- 
pose that one of you could increase U.S. tourist 
expenditures in some Latin American country. 
What assurance would you have that a fair share 
of those new dollars would be spent to buy your 
products rather than those of your competitors? 
I can think of other problems that would compli- 
cate any joint or separate effort by the U.S. ex- 
porting community to increase U.S. exports by 
raising the dollar income of your good customer— 
Latin America. As always, though, you are in 
the position of selecting between alternatives. 
You can continue as you are—with Latin 
America’s dollar income running at more or less 
constant levels. Under those conditions you will 
spend your time and energy competing for a larger 
piece of a $314 billion export pie. On the other 
hand, if you can work out the problems I have 
indicated and others which would surely arise, 
you might well increase the size of that export pie, 
and increase it rather substantially. My own 
conviction is that the chance of winning justifies 
your devoting some thought and time to the prob- 
lem. . 

A cooperative effort through your organiza- 
tions—Chambers of Commerce, World Trade 
Councils, trade associations, or similar groups— 
to increase our imports from Latin America will, 
I am sure, pay off handsomely in increased exports 
to our 20 Latin American customers. 

You are the United States community with the 
greatest interest in increasing our inter-American 
trade. You probably know more about the factors 
that control and limit that trade than anyone here 
or abroad. You can probably make a unique 
contribution to increasing our imports from Latin 
America. I hope that you will feel that the op- 
portunity I have suggested to you is a provocative 
one. This I assure you: We in the Government 
who are intensely interested in inter-American 
trade are ready to do what we can to be helpful. 


963 








Excerpts From Transcript of 
Secretary Dulles’ News Conference 


Press release 671 dated November 29 


Q. Mr. Secretary, would you care to comment 
on the Soviet radio announcement this morning 
that Russia is ready to stop nuclear tests if Britain 
will do the same? 


A. I have just seen the report of that. I think 
it just came on the ticker a few minutes ago. The 
question as to whether or not a suspension of nu- 
clear testing could be made dependable and in the 
interests of the United States is a matter which 
has been under consideration and study by this 
Government for a great many months. So far, 
we have not found any formula which we felt 
could meet the two specifications I indicated of 
being both dependable and in the interests of the 
United States. And when I say “the United 
States,” I refer not only to our national interest 
but the interest that we have in protecting peace 
and freedom in the world. So, as I say, the topic 
is one which has been long considered. It in- 
volves a great many highly technical elements. 
And, so far, the United States has not come to 
any positive conclusion in the matter. 


Q. Mr. Secretary, in your speech on November 
18* you said that the Russian behavior at the 
Geneva Foreign Ministers Conference had “seri- 
ously set back the growth of any confidence the 
free world can justifiably place in Soviet prom- 
ises.” What, in your view, would the Soviets have 
to do to restore any confidence that the West might 
have in their promises? 


A. I have never had a great deal of confidence 
in Soviet Communist promises unless they were 
given under circumstances so that the self-interest 
of the Soviet Union became an obvious reason for 
them to make their promises good. I have fre- 
quently said—I recall particularly one hearing be- 
fore the Foreign Affairs Committee—that I 
thought it would always be reckless for the United 
States substantially to alter its position in reliance 
merely of promises by the Soviet Union as to what 
they might do in the future. We did not, in fact, 
alter our position or our programs in reliance of 
the Soviet promise that was given at the summit 


1 BULLETIN of Nov. 28, 1955, p. 867. 
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conference at Geneva. It would take a combina. 
tion of events, such as the performance by the 
Soviet Union of a promise, even under circum. 
stances where it was detrimental to the Soviet 
Union to carry out that promise, in order to make 
future promises seem such that we could rely 
upon them. That may be a little abstract, but ] 
think that gives my philosophy about this matter, 


Q. Well, could you name any specific issue 
which the Soviets might change their view on? 


A. The particular event which led to that state. 
ment of mine provides a good illustration. At the 
summit conference at Geneva it was said there that 
the four Heads of Government had agreed that 
Germany should be unified by means of free elec- 
tions. Now at the subsequent conference the So- 
viet delegation took the position that they could 
not admit of free elections which would embrace 
East Germany. If they were willing to have such 
free elections, that would be one step forward at 
least in restoring confidence in their promises. 


Q. Mr. Secretary, what are the prospects now 
for German unification? What can the West do 
about it at the present time? 


A. Well, I would say that there are two things 
that the West could do. One is we should keep 
the pressure on. We kept the pressure on as re 
gards Austria, and finally we got the break which 
gave Austria her freedom. I think that the same 
pressure will in due time produce the same result 
for Germany. It is almost impossible to specu- 
late with profit as to how long the time will be; it 
could be very short, it could be long. The break 
that came in Austria came in a sense as a very con- 
siderable surprise after 7 or 8 years, it was, of 
holdout. So I think the pressure of world 
opinion, if it is kept on, will bring that unification 
about. 

The second thing is that, in my opinion, the West 
shouldn’t just sit around waiting. They should 
go ahead with the plans for the increasing of inte 
gration and unity of Europe. I am not thinking 
primarily in terms of the military unification, 





although that is important. I am thinking mort | 
in terms of the general development of the s0-| 
called European idea and moving toward a United | 
States of Europe in terms of political and eco 

nomic unity, either on a broad basis or on 4 

functional basis through the development of such} 
institutions as the Coal and Steel Community. 
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Q. Mr. Secretary, regardless of whether there 
is any substance to the so-called Russian offers in 
the Middle East and Southeast Asia, it seems 
quite plain, from all reports we get, that they have 
made great psychological gains as the “friend” of 
these people. Is it your belief, sir, that our posi- 
tion is strong enough in those areas that we need 
todo nothing more than we are doing now to meet 
that so-called psychological challenge? 


A. Well, as I said in my radio report after the 
last Geneva conference, I do not think that there 
are any developments which require us to alter the 
general magnitude of our programs. That does 
not mean that there may not be a need for some 
increases or some shifting. We have always 
sought and needed and used flexibility. The 
point of the greatest need shifts from time to time 
from one place to another and it may be—it is 
quite likely to be—that the situation in the South 
Asia and Middle East area will be a focal point 
fora time. But the general order of magnitude 
upon which we are working now with the present, 
or preferably a little greater, degree of flexibility 
will, I think, enable us to deal adequately with the 
situation. It would, of course, be impossible for 
us if, at any point where the Soviet made a pro- 
posal, we immediately cap it with a better pro- 
posal. That would mean by no expenditure at all 
the Soviets could engage us in immense expendi- 
ture. That would be just falling into another 
kind of trap. We have constructive policies which 
have evolved over the years involving the grant— 
to some extent the loan, but in most places the 
grant—of a great many tens of millions of dollars 
in that area. That program has helped to bring 
the people forward in their economic development. 
I think, in these matters, the so-called long-haul 
program is better than emergency operations. We 
have developed what we call a long-haul program 
for military, particularly in terms of Nato. I 
think that in terms of economic development 
something that is steady and sustained is better 
than something that is sporadic. That is my 
general approach to that problem. 


Q. As asequel to that, sir, would you say that we 
or the Russians have the initiative in those areas 
now ? 

A. I would say that we have the initiative, very 
distinctly. 

Q. In both those areas? 
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A. Perhaps some qualification is required be- 
cause there is a Soviet effort being made there for 
the first time. Now when a person has not been 
making any particular effort and he starts to make 
it, that, I suppose in a certain sense, gives him an 
initiative. But if you want to take the total situ- 
ation on a comparative basis, I believe that what 
we are doing and have been doing in the area is of 
incomparably greater importance and significance 
than these tentative proposals that the Soviets are 
now making and as to which we don’t yet see 
clearly how much solid substance there is behind 
the smiles. 


Q. Mr. Secretary, can you tell us the status of 
the State Department’s consideration of Israel’s 
request to buy munitions from this country to 
offset the movement of Communist arms to Egypt? 


A. That request has been referred to the Defense 
Department for study in terms of costs and avail- 
ability, and we do not yet have their report on that. 


Q. Mr. Secretary, coming back a minute to your 
remarks on the prospect of German unification, 
you drew the analogy of the Austrian situation 
and pointed out that it was work and perseverance 
that brought this about. There was a change in 
Soviet leadership which I think was also probably 
credited with the change of Russian attitude in 
Austria. I was wondering if you were anticipat- 
ing some change in the Soviet side that may also 
contribute to the German situation. 


A. Well, changes are inevitable even in the case 
of dictatorships. 


Importance of Bipartisan Unity 
in Foreign Policy 


News Conference Statement by Secretary Dulles 
Press release 670 dated November 29 


Foreign policy will no doubt be debated during 
the presidential campaign. Such debate should 
be welcomed so long as it is constructive and con- 
ducted in such a manner as not to endanger our 
Nation. 

It needs to be remembered that those hostile to 
the United States and its ideals are not going to 
take a vacation so that we here can safely concen- 
trate on a domestic political battle. We should 
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not encourage them to become bolder, calculating 
that the months ahead, because they are an elec- 
tion period for us, will provide unusual oppor- 
tunities for them. 

Our Nation will need the same bipartisan unity 
which in the past has given authority, vitality, 
and much success to our foreign policies. The 
need for such bipartisanship has been increasingly 
recognized during the postwar decade, and last 
year bipartisanship reached a new high. 

The foreign policies of this administration have 
developed out of an intimate cooperation between 
the Executive and the Congress on a nonpartisan 
basis. President Eisenhower and I have mace it 
a regular practice to confer with congressional 
leaders of both parties on all aspects of foreign 
policy. As Secretary of State, I have met more 
than 100 times with bipartisan congressional 
groups and many more times with individual mem- 
bers of Congress. Most of these meetings have 
been in executive session and have provided the 
congressional leaders, both Democrats and Re- 
publicans, with the knowledge and opportunity 
which have enabled them to contribute to an 
unusual degree to the making of our foreign poli- 
cies. For example, Senator George and Congress- 
man Richards, the Chairmen of the Senate and 
House Committees dealing with foreign affairs, 
have taken an active part in policymaking. 

It is to be hoped that partisan debate will not 
disrupt or disparage this process which is necessary 
to give to United States foreign policy the stability 
required if our friends abroad are to depend upon 
it and if our enemies abroad are to respect it. 

I know that no American will deliberately im- 
peril his Nation. But that peril could result from 
careless or uninformed indulgence in partisan ex- 
cesses. “Politicking” is not as fully discounted 
abroad as it is discounted by the good sense of 
the American people. 

It is to be hoped that during the coming year 
both Republicans and Democrats who discuss for- 
eign policy will bear this in mind. 


Educator To Study Exchange Program 


Press release 665 dated November 23 

The Department of State on November 23 an- 
nounced the appointment of Dr. J. L. Morrill, 
President of the University of Minnesota, as a 
consultant, to make a study of the relationship 
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between the International Educational Exchange 
Program conducted by the Department and the ex. 
change-of-persons aspects of the technical cooper. 


ation program conducted by the International | 


Cooperation Administration. This study is being 
carried out at the request of several committed 
of Congress which have been concerned about the 
relationship between these two programs. 

Dr. Morrill is well acquainted with both of the 
programs included in this study. He is currently 
president of the Association of American Univer. 
sities, and chairman of the Committee on Govern 
mental Relationships of the American Council on 
Education. From 1947 to 1948 he was president 
of the Association of Land-Grant Colleges and 
Universities, and from 1951 to 1955 he served as 
chairman of the U.S. Advisory Commission on 





Educational Exchange. 

Dr. Morrill hopes to complete this study and | 
report his findings to the Secretary of State early | 
in 1956. 





U.S.-Portuguese Conversations 


Text of Joint Communique 


Press release 678 dated December 2 


In the course of the official visit of the Minister 
of Foreign Affairs of Portugal to Washington; | 
conversations took place between Dr. Paulo Cunha 
and the Secretary of State, Mr. John Foster Dul- 
les, and other officers of the United States Govern- 
ment on matters of mutual interest to both cour- 
tries and also on other issues of general interest 
to their respective foreign policies. 

The conversations were carried on in an at} 
mosphere of excellent understanding, and they’ 
have therefore made a considerable contribution 
to the strengthening of Portuguese-American Te 
lations. Among other topics, problems of defense 
within the framework of Nato were discussed. 
The interdependence of Africa and the Wester 
World was also emphasized. 

Problems connected with the trade relations be 


2 Dr. Paulo Cunha arrived in Washington on Nov. 30 for 
a 3-day visit as a guest of the U.S. Government. Members 
of the party, in addition to the Foreign Minister, wert 
Senhora de Cunha; Henrique Bacelar Caldeira Queiros, 
Deputy Director General of Political Affairs; Rui Bras 
Mimoso, Chief of Cabinet to the Minister of Foreign Af 
fairs; and Fernando Pessoa Jorge, Secretary to the Mit 
ister of Foreign Affairs. 
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tween the United States and Portugal, and cer- 
tain points relating to the use of atomic energy 
for peaceful purposes were also considered. 
Various statements attributed to Soviet rulers 
visiting in Asia, which included references to the 
policies of Western powers in the Far East and 
allegations concerning the Portuguese provinces 
inthe Far East, were discussed by the two Foreign 


Ministers. They considered that such statements 
do not represent a contribution to the cause of 
peace. The two Ministers whose countries em- 
brace many peoples of many races deplored all ef- 
forts to foment hatred between the East and West 
and to divide peoples who need to feel a sense of 
unity and fellowship for peace and mutual 
welfare. 


Understanding With Austria Concerning Protection of U.S. Property Interests 


Press release 673 dated December 1 


The Department of State releases herewith the 
text of an understanding reached with the Aus- 
trian Government supplementing the protection 
afforded by provisions of the Austrian State 
Treaty with respect to property in Austria owned 
by United States nationals. The United King- 
dom is also party to the understanding, which 
covers British-owned property as well. The 
agreement relates primarily to property owned by 
United States business firms in Austria which 
was seized by Nazi authorities in Austria and held 
under confiscatory legislation as German prop- 
erty. Under the provisions of article 22 of the 
Austrian State Treaty, which came into effect on 
July 27, 1955, such German assets were trans- 
ferred to Austria. 

This understanding supplements the protection 
of United States property interests provided for 
by article 25 of the State Treaty.? Article 25 of 
the treaty provides that Austria will restore prop- 
erty rights and interests of United Nations 
nationals in such property as it existed on the day 
hostilities commenced between Germany and the 
United Nation concerned. Since in the case of 
the United States such hostilities did not com- 
mence until December 11, 1941, at which time the 
Nazi authorities had already confiscated the 
United States property in question, the supple- 
mentary understanding regarding treatment of 
such property was necessary. 


The understanding also provides for restora- 
—$_.. 

*For text, see BULLETIN of June 6, 1955, p. 916. 

*For an analysis of article 25, see ibid., Nov. 7, 1955, 
D. 760. 
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tion of United States-owned property interests in 
certain property in Austria which was national- 
ized in 1946. 

This understanding in no way conflicts with the 
Austrian State Treaty nor any other commitment 
undertaken by the Austrian Government. It only 
provides the basis on which the pertinent claims 
of individual American and British property 
owners will be considered by the Austrian au- 
thorities, leaving the actual settlements to nego- 
tiations between them. The text of the understand- 
ing is attached hereto together with the texts of 
three documents referred to therein. 


TEXT OF UNDERSTANDING OF MAY 10, 1955 
MEMORANDUM 


CONCERNING THE RESULTS OF THE DISCUSSIONS BETWEEN 
MEMBERS OF THE AUSTRIAN FEDERAL GOVERNMENT AND 
THE AMBASSADORS OF HER BRITANNIC MAJESTY AND OF 
THE UNITED STATES OF AMERICA 


On the occasion of the Conference of Ambassadors in 
Vienna, with a view to the earliest possible conclusion of 
the Austrian State Treaty, discussions took place between 
Her Britannic Majesty’s Ambassador Sir Geoffrey Arnold 
Wallinger, K. C. M. G., and the Ambassador of the United 
States of America, Mr. Llewellyn E. Thompson, of the one 
part, and the members of the Austrian Federal Govern- 
ment Federal Chancellor Ing. Julius Raab, Vice-Chancel- 
lor Dr. Adolf Schaerf, Federal Minister for Foreign 
Affairs Dr. (h. ec.) Leopold Figl and State Secretary for 
Foreign Affairs Dr. Bruno Kreisky, of the other part, 
with the following result: 


I. 


1) The two Ambassadors gave an assurance to the 
above-mentioned members of the Austrian Federal Gov- 
ernment that the United Kingdom and the United States 
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of America will transfer to Austria the property, rights 
and interests which are the subject of paragraph 11 of 
Article 35 of the draft State Treaty in its present version. 

2) The two Ambassadors referred to the fact that the 
former German assets located in the American and 
British Zones were handed over to Austrian Adminis- 
trative control as long ago as 1946. In conformity with 
their declaration of intention, made in 1949, to hand 
over to Austria the former German assets in Western 
Austria upon the entry into force of the Austrian State 
Treaty, their Governments have taken measures outside 
Austria for the recognition of Austria’s future title to 
those assets. 

3) These former German assets will be transferred to 
Austria by virtue of the Austrian State Treaty with the 
aim of strengthening the Austrian economy and in order 
to compensate Austria to a certain extent for its waiver 
of existing claims against Germany resulting from the 
period of occupation of Austria by Germany. 

4) This transfer will, furthermore, be made without 
payment or other consideration given to the United King- 
dom and the United States of America by Austria. 

5) The Ambassador of the United States of America 
stated his understanding that his Government did not in- 
tend to remove the buildings erected in Austria by the 
United States of America for occupation purposes, and 
that his Government would be prepared to consider 
promptly and sympathetically any proposals by the Aus- 
trian Federal Government for the acquisition by Austria 
of these properties, fixtures and installations on advan- 
tageous terms. 

6) Her Britannic Majesty’s Ambassador confirmed that 
all married families’ quarters constructed at United 
Kingdom expense will be handed over to the Austrian 
authorities in a manner advantageous to Austria. Fur- 
thermore, his Government would be prepared to consider 
sympathetically a similar disposition of the equipment 
and fixtures belonging to the occupation forces of the 
United Kingdom in Austria. 

7) The two Ambassadors further declared that with a 
view to expediting final agreement on the text of the 
Austrian State Treaty, they would support the Austrian 
Government in its efforts to obtain possible changes in 
the State Treaty favorable to Austria. 

8) Her Britannic Majesty’s Ambassador further agreed 
that he would, so far as he was able, support the deletion 
from the State Treaty of Annexes VIII and X upon 
request of the Austrian Government. 

It was stated that Austria would give effect to the 
provisions of these Annexes in regard to the few cases 
which are involved by the conclusion of bilateral arrange- 
ments in so far as this was still necessary. 


II. 


In view of the declarations of the Ambassadors of Her 
Britannic Majesty and of the United States of America 
set out in I above, the above-mentioned Members of 
the Austrian Federal Government declare that they will 
ensure that as soon as possible after the entry into force 
of the State Treaty, but at the latest within 21 months 
from that date, unless otherwise stipulated below, the 
following decisions and measures will be effected : 
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1. In view of the indirect 100 percent ownership rights 


which the firms Anglo-Saxon Petroleum Co. Ltd. and = 
Socony Vacuum Oil Co. held before the entry into force Ms t 
of the State Treaty in the Lobau refinery and the es 
® es : satisf: 
Zistersdorf—Lobau pipelines, these assets will be trans. the oi 


ferred either to these firms directly or to their sub. 7. J 
sidiary company ‘‘Oesterreichische Mineraloelwerke”. If of the 
the Federal Government is prevented from so doing, it 
will give adequate satisfaction to the above-mentioned a) . 
firms in the sense of the Declaration of November 29, | tion I 
1949. | Saxon 
2. The firms Anglo-Saxon Petroleum Co. Ltd. and Stand- | Co. In 
ard Oil Co. (N. J.) will, in view of the indirect 50 | ality: 
percent (25 percent each) participating interests in the | the sl 
Korneuburg refinery, which they held prior to the entry | and 0! 
into force of the State Treaty, receive adequate satis-| these 
faction in the sense of the Declaration of November 29,| the N: 
1949. the pa 
8. The firms Anglo-Saxon Petrolezm Co. Ltd. and} of the 
Standard Oil Co. (N. J.) will, in view vf their 50 percent b) J 
(25 percent each) indirect participating interests in the | tion L 
distribution installations of the “Deutsche Gasolin A.G.” | Saxon 
and “Gasolin Ges.m.b.H.” located in Eastern Austria, re-| Co. W 
ceive compensation in the form of a transfer of the 50 | respect 
percent German interests in the distribution installations | shareh 
in Western Austria of the “Deutsche Gasolin A.G.” and its) m.b. I 
subsidiary company “Gasolin Ges.m.b.H.” c) A 
4. In view of a possible American 25 percent indirect | tion Le 
participating interest in the “Hotel Nordbahn-Gesell- and th 
schaft” and of a possible 5.06 percent British indirect | United 
participating interest in the “Osram Ges.m.b.H.”, shares of | the dir 
the same intrinsic value in other firms engaged in similar! 4. G. | 
commercial activities in Austria will be transferred. If At t 
the Federal Government is not in a position to do this, the | United 
share-owners entitled will receive adequate compensation, | holding 
5. The Atzgersdorf factory of the Austrian Unilever At t 
A.G., which is British-Dutch property, will be handed | Citizen, 
over to the Austrian Unilever A.G. as soon as possible, | 2ehmer 
6. The firms Rohdlgewinnungs—Aktiengesellschaft | All i 
(RAG), Van Sickle and possibly Austrogasco and Stein- » van Si 
berg—Naphta have lost exploration rights (Freischur- | zation 
frechte) for bitumen as a result of German legislation | compar 
or as a result of alleged alienation within the meaning | Van Sic 
of the restitution legislation. By reason of this fact) selves ¢ 
and to give effect to the Declarations of November 29, B.O 
1949, Z1. 89.095-Pol/49 and of July 31, 1951, ZL I above : 
137.556-Pol/51, and the accompanying note, the Austrian | trian F 
Government declares itself ready, in so far as this has not | that th 
already been done, to enter into negotiations with these | Federa’ 
firms or their British, Canadian or American share 
owners, who on March 12, 1938 held exploration rights} 4d a): 
which they lost as a result of German legislation or) 2amed 
through alienation within the meaning of the Austrian | ship of 
restitution laws, in order to reach a settlement satisfac: | Socony 
tory to the parties concerned. ad b): 
In so doing, the Austrian Federal Government does not | spondin 
intend to transfer to the ownership of the above-mél | W. by p 
tioned firm assets in the areas shown in Lists 1 and 2] b) the 
Article 35 of the draft State Treaty in the version exist-| wit) pe 
ing at the beginning of the Conference of Ambassadors} Ltq, an, 
except in the case of restitution cases within the meaning | tent of 
of the Austrian restitution legislation. In the case of agreed - 
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. rights 


4 RAG, however, the Austrian Federal Government intends 
- and 


in the first instance to fulfill this declaration by endeavor- 
0 force ing to conclude operating agreements with this firm 
nd the satisfactory to both parties for the purpose of developing 
trans. the oil resources in Austria. 

ir subs} 7 A. The Ambassadors of Her Britannic Majesty and 





es It of the United States of America have declared as follows: 
ping, it 
“aan a) At the time of the promulgation of the Nationaliza- 
ber 29,/ tion Law of July 26, 1946 (BGB1. No. 168), the Anglo- 
Saxon Petroleum Co. Ltd. and the Socony Vacuum Oil 
Stand-| Co. Inc., which are of British and United States nation- 
rect 50 ality respectively, were the direct or indirect owners of 
in the’ the shares of the Shell Floridsdorfer Mineraloelfabrik 
e entry} and of Vacuum Oil Co. respectively. All investments in 
> gatis-| these Austrian companies since the coming into force of 
ber 29,| the Nationalization Law have been made exclusively by 
the parent companies or by the Austrian companies out 
d. and| of their own resources. 
percent b) At the time of the promulgation of the Nationaliza- 


in the | tion Law of July 26, 1946 (BGB1. No. 168), the Anglo- 





n AG.” | Saxon Petroleum Co. Ltd. and the Socony Vacuum Oil 
ria, re'| Co, which are of British and United States nationality 
the 50} respectively, were the direct or indirect owners of the 
llations | shareholding rights in the Austrian Mineraloelwerke Ges. 
andits! m.b. H. (Oe. M. W.). 

ec) At the time of the promulgation of the Nationaliza- 
ndirect tion Law of July 26, 1946 the Socony Vacuum Oil Co. Inc., 
-Gesel]l- and the Anglo-Saxon Petroleum Co. Ltd., which are of 
ndirect | United States and British nationality respectively, were 
1ares of | the direct owners of the shares of the Rohoel-Gewinnungs 


similar) 4. G. (RAG). 

‘ed. If At that time the Standard Oil Co. (N. J.) which is of 
his, the United States nationality, was the direct owner of share- 
»sation, holding rights in Austrogasco. 

Inilever At that time Richard Keith van Sickle, a Canadian 
handed | citizen, was the direct owner of the firm Tiefbohrunter- 
este | nehmen R. K. van Sickle. 

lischaft) Allinvestments in RAG and Tiefbohrunternehmen R. K. 
1 Stein- | van Sickle since the coming into force of the Nationali- 
sischur-| 2ation Law have been made exclusively by their parent 
islation | Companies (in the case of the Tiefbohrunternehmen R. K. 
neaning | Yan Sickle by Mr. Richard Keith van Sickle) or by them- 
is fact | selves out of their own resources. 


“46 a B. On the assumption that the facts set out under A. 
Ji, . 


| above are correct, the above-named members of the Aus- 
ustria0 | trian Federal Government declare that they will ensure 
has not } that the following measures are taken by the Austrian 
h these } Pederal Government: 
1 share 


1 rights) ad a): The share interests in the Austrian companies 
tion or lamed under Item a) will be transferred to the owner- 
ustrian | ship of the Anglo-Saxon Petroleum Co. Ltd. and of the 
atisfac- | Socony Vacuum Oil Co. respectively. 





| 
ad b): After the retention of shareholding rights corre- 
sponding in value to the investments made in the Oe. M. 
ve-mel | W. by parties other than the companies named under Item 
nd 20) b), the remaining shareholding rights in the Oe. M. W. 
n exist’) will be transferred to the Anglo-Saxon Petroleum Co. 
ssador | Ltd. and the Socony Vacuum Oil Co. respectively ; the ex- 
neanins | tent of the shareholding rights to be returned is to be 
case off agreed with these companies. 


loes not 
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ad c): The shares and shareholding rights of the Aus- 
trian companies referred to in Item c) will be transferred 
to the parent companies there referred to and, in the 
case of the Tiefbohrunternehmen R. K. van Sickle, to 
Mr. Richard Keith van Sickle. 


ad a-—c 


It is understood that the re-establishment of owner- 
ship rights provided for in this paragraph does not in- 
clude the claims to rights in the areas formerly covered 
by exploration rights (Freischurfrechte) of the above- 
named companies and enterprises since the claims con- 
nected therewith are governed by the provisions of para- 
graph 6. 


8. The Declaration of the Austrian Federal Government 
of September 21, 1949 is affirmed. For the sake of clar- 
ity the Austrian Federal Government declares that the 
measures for the elimination of German property, rights 
and interests in the Western Zones of Austria and in the 
First District of Vienna shall not impair lawfully ac- 
quired property, rights and interests located in these areas 
which are directly or indirectly owned by nationals of the 
United Nations as defined in Article 42, paragraph 8 of the 
State Treaty, nor such property rights and interests 
which are to be restored in accordance with Articles 42 
and 44 of the draft State Treaty or under existing Aus- 
trian legislation. 

In all cases, however, in which direct or indirect prop- 
erty rights or interests in any part of the territory of 
Austria of nationals of the United Nations (Article 42, 
paragraph 8 of the draft State Treaty) are affected by 
the draft State Treaty, in particular by Article 35, the 
Austrian Government, moreover, declares itself ready to 
enter into negotiations with the member-state of the 
United Nations concerned for the purpose of concluding 
mutually satisfactory agreements concerning recognition 
of and satisfaction for such property rights and interests. 

This declaration does not apply to nationals of a coun- 
try within the territory of which Austrian property is 
subject to measures of confiscation. 

9. None of the above declarations should in the Aus- 
trian view be interpreted in such a way that any com- 
pensation whatsoever, whether in cash or by way of 
payment in kind or in goods is to be granted for any loss 
of production or profit during the period from the be- 
ginning of the occupation of Austria by Germany up to 
three months after the assumption of effective control 
by Austria and in any case not earlier than three months 
after the end of the occupation, nor for any damages or 
losses which occurred during this period. Amounts 
which were paid after March 12, 1938 to the share-owners 
in the above-mentioned companies or to the owners of 
these enterprises for the transfer of their participating 
interests, or for the assets and rights of the enterprises 
are to be debited. On the other hand, the investments 
made after the coming into force of the Nationalization 
Law by the original shareholders in nationalized com- 
panies or by the owners of such enterprises in spite of 
the nationalization of these enterprises will be credited 
in assessing the value of their participating rights or 
their assets respectively. Increases in the value of the 
assets effected after March 12, 1938, out of the resources 
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of other than the original share-owners are not to be 
credited in assessing the value of the participating in- 
terests but are to be redeemed by the respective claimants 
in a manner to be agreed upon. 


Done in three copies in the German language. 
To authenticate the foregoing this Memorandum is 
initialled. 


Vienna, May 10, 1955. 


AUSTRIAN DECLARATION OF SEPTEMBER 21, 
1949 


On the assumption that the provisions of Article 35 of 
the State Treaty with Austria will provide for the transfer 
to Austria of German property located within Austria, 
of German rights and interests in Austria, the Austrian 
Federal Government intend to have laws enacted with a 
view to annul such German property, rights, and 
interests. 

For such purpose the Austrian Federal Government will 
be guided by the following principles: 


1) These measures will not prejudice in any way the 
property, rights and interests which, under Article 42 of 
the State Treaty, are to be reinstated. 

2) The Austrian Federal Government do not intend to 
annul German ownership of small industrial enterprises, 
small rural properties, dwelling-houses, furniture and 
other objects for personal use. 

3) When having such laws enacted the Austrian Fed- 
eral Government will lay down appropriate exceptions in 
the case of property owned by exclusively religious or- 
ganizations and in the cases of persons who suffered 
serious damage by National Socialist persecution. 

4) Such property, rights and interests resulting in 
Austria since 8 May 1945 from an authorized commercial 
intercourse with Germany sha)l not be affected by these 
measures. 


AUSTRIAN NOTE VERBALE OF NOVEMBER 29, 
1949 


Z1.89.095—Pol/49 


With reference to the representations made by the 
Counselor of Legation, Mr. [Walter C.] Dowling, to the 
Federal Minister for Foreign Affairs in the matter of the 
obligation to be undertaken by Austria to provide com- 
pensation for eventual losses incurred by United Nations 
nationals which might occur as a result of transfers of 
property to the Soviet Union foreseen in Article 35 of the 
State Treaty, the Federal Chancellery, Department of 
Foreign Affairs, has the honor to bring the following to 
the attention of the Legation of the United States of 
America. 

With respect to the disinclination in principle on the 
part of the Soviet Delegations to permit such an obligation 
for compensation on the part of Austria to be incorpo- 
rated in the Treaty, the Federal Government has come 
to the basic determination to agree to the proposal of the 
Legation of the United States to have such an obligation 
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patio} 


provided for in an additional Protocol, on the ground that tion t 


the conclusion of the State Treaty should no longer be 
delayed, even though the proposed provision for a para- The 
graph 9 of the Article 42 as suggested by the delegates | oppor 
of the Western Powers should have led to the same | est co 
result. 

In the sense of the proposal presented by Counselor of 
the Legation, Mr. Dowling, the Austrian Federal Govern. 
ment declares that it is prepared accordingly to sign an 
additional protocol to the State Treaty containing the 
following text: 


Proj 
“In any case in which the transfer of property, rights J ' 

and interests as ‘German assets’ in accordance with the ape 

provisions of Article 35 Austrian Treaty prevents Austria State 

from fulfilling the provisions of Paragraph 1 of Article 

42, Austria shall make prompt, adequate and effective com- Ia 

pensation to the United Nation or United Nation’s na- | 





tional concerned (as defined in Article 42 of the Treaty) | whic! 
for any resulting loss or prejudice.” tary 
The Austrian Federal Government expresses its will- half 3 
ingness to comply in the above sense with the hope that, | tain | 
at the time of negotiation for the setting of the amount | paym 


of compensation, consideration will be given to the special ' Germ 





situation of Austria. | then 

The Federal Chancellery, Department of Foreign Af- ‘ 

fairs, avails itself of this opportunity, to renew to the heari 

Legation of the United States of America the expression | 8T€SS, 

of its highest regard. | sider 

VIENNA, November 29, 1949 | the re 

(signed GRUBER) i Th 

' tee la 

To the LEGATION OF THE UNITED STATES OF AMERICA, ‘ 

Vienna j consic 

) anese 

provi 

AUSTRIAN NOTE VERBALE OF JULY 31, 1951 expre 

of the 

Z1. 137.556-—Pol/51 : practi 

The Federal Chancellery, Foreign Affairs, has the honor enemy 

to make the following Declaration with reference to the tion o 
negotiations concerning compensation of United Nations : 

nationals whose interests have been damaged by the trans | effect 

fer of property envisaged in Article 35 of the State Treaty. | Its ad 

In view of the fact that the Austrian Government has | policy 

declared its readiness to compensate United Nations na- | Cone 

tionals for any prejudice which would be inflicted on them = 

by the provisions of Article 35 of the State Treaty. i the lic 





In view of the fact that the interests which will be af-| and it 
fected by these provisions are principally those in the oil | Large 
S 


industry. | the pa 
And recognizing that the continuity and development | “ah 
of operations by United Nations nationals who have it- policy 


terests in the oil industry in Austria are beneficial both) ers w¢ 
to Austria and to these nationals, the Austrian Goverl) fro), 


ment undertakes: : 
| pointe 


1. to take immediate measures for the reestablishmett) —__ 


and participation of those interests in the developmellt 1 Mad 
of the oil industry in Austria and to ensure to them all Commit 
facilities necessary for this purpose. ? Bur 

2. to guarantee to the interests of all United Nations 
Decem 
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nationals in the oil industry in Austria most favored na- 
tion treatment in respect of nationalization. 


The Federal Chancellery, Foreign Affairs, takes this 
opportunity to assure the American Legation of its high- 
est consideration. 


VIENNA, July 31, 1951. 


Proposals for Return of German and 
Japanese Vested Assets 


Statement by Deputy Under Secretary Murphy? 
Iam very happy to be able to testify on S.2227, 


_ which incorporates legislative proposals the Secre- 


tary made to the two Houses of Congress on be- 
half of the administration for the return of cer- 
tain German and Japanese vested assets and for 
payments of claims of American nationals against 
Germany arising out of the war. I am glad that 
the subcommittee has found it possible to have a 
hearing on this subject during the recess of Con- 
gress, and I hope that early and favorable con- 


| sideration will be given to these proposals upon 
' the reconvening of the Congress. 


The Secretary appeared before this subcommit- 
tee last year to testify on legislation then under 
consideration for the return of German and Jap- 
anese vested assets.? The proposals then pending 
provided for the full return of these assets. He 
expressed his sympathy with the basic objectives 
of the proposals and of a return to the traditional 
practices of this Government with respect to 
enemy property. While he indicated that legisla- 
tion of this character would have very beneficial 
effect on our foreign relations, he pointed out that 
its adoption would involve other considerations of 
policy, particularly of a fiscal character. The 
Congress had by earlier legislation provided for 
the liquidation of German and Japanese property 
and its use for the satisfaction of war claims. 
Large amounts of the assets had been utilized for 
the payment of war claims, and the adoption of a 
policy of full return to the former property own- 
ers would involve a substantial outlay of funds 
from the Treasury. Finally, the Secretary 
pointed out that a large number of American 


ee 

*Made before a subcommittee of the Senate Judiciary 
Committee on Nov. 29 (press release 669). 

*BULLETIN of July 12, 1954, p. 69. 
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claimants still had unsatisfied claims against Ger- 
many. While the Secretary was, therefore, in 
sympathy with the general purposes of the legis- 
lation then under consideration, he did not feel 
that he was in a position to endorse any specific 
proposals. 

Shortly thereafter Chancellor Adenauer took 
the matter up with the President and he sought 
his support for the legislation pending before the 
Congress. The Chancellor drew the President’s 
particular attention to the hardships which had 
been suffered by owners of small properties, many 
of whom found themselves in indigent circum- 
stances. In his reply, the President indicated his 
sympathy with the problem faced by the former 
property owners who were in straitened circum- 
stances. He pointed out that similar problems ex- 
isted with respect to American claimants. He 
said that, while none of the legislative proposals 
then pending met with the approval of the admin- 
istration, study of the problem would be made 
with a view to seeking an equitable solution. 

In accordance with the President’s desires, pro- 
posals have now been developed with the participa- 
tion of all the Government agencies concerned, 
dealing both with the question of vested proper- 
ties and with the unsatisfied American claims 
against Germany. The Secretary transmitted 
these proposals to the Congress on June 6 of this 
year.* These proposals were approved by the 
Cabinet and have the endorsement of all the Gov- 
ernment agencies concerned. In the Depart- 
ment’s view they would, if adopted, constitute the 
equitable solution of the problem desired by the 
President. 

The proposals before you would provide for 
return of vested German and Japanese assets to 
individual owners who are natural persons up to 
a maximum of $10,000. It is estimated that these 
proposals will result in full return to 90 percent, 
by number, of the former owners. Return in 
these cases should take care of the holders of small 
bank accounts, beneficiaries of life insurance poli- 
cies, holders of annuities, and a very substantial 
number of the beneficiaries in inheritance cases. I 
understand there has been strong feeling in the 
Congress as to the desirability of permitting pay- 


5 Tbid., Aug. 23, 1954, p. 269. 
* Cong. Rec. of June 14, 1955, p. 6872. 
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ments in response to the decisions of American 
testators. Our proposals would substantially ac- 
complish this. They would take care of hardship 
cases without special administrative burdens and 
would substantially meet the foreign policy prob- 
lem which the Secretary outlined to your sub- 
committee in his last appearance on this subject. 

Under the bill, returns would not be made at this 
time to persons living behind the Iron Curtain. 
It is contemplated that, upon the reunification of 
Germany, legislation would be sought extending 
comparable measures of relief to persons in what 
is now the Soviet Zone of Germany and the Soviet 
sector of Berlin. 

The proposed return would be financed from the 
proceeds of enemy assets still in the possession of 
the Department of Justice after due allowance has 
been made for unsettled title claims and debt 
claims of American nationals against the former 
owners of vested properties. It is estimated that 
these funds will be sufficient to finance the return 
up to $10,000 to each former owner. However, if 
these funds should not suffice, it is proposed 
that payment be made from funds payable by the 
German and Japanese Governments to this Gov- 
ernment on account of postwar sales of surplus 
property. 

The proposals do not attempt to take care of the 
situation of corporations or holders of larger prop- 
erties. It must be borne in mind that the Congress 
adopted the policy in the War Claims Act of 1948 
of liquidating former enemy properties and de- 
voting their proceeds to the payment of war 
claims. Pursuant to that act, a total of $225 mil- 
lion of former enemy property has been liquidated 
and devoted to these purposes. A policy of full 
return such as was under consideration by your 
subcommittee last year could be carried out only 
at a cost of close to a quarter billion dollars of 
Treasury funds. The administration does not be- 
lieve that the adoption of such a policy would be 
warranted. If the subcommittee desires to pursue 
this question, I assume it will call before it the 
officers of the Government responsible for financial 
policy. 

It appears to the administration that it would 
be inequitable to maize legislative provisions for 
the return of vested assets without some provision 
for the unsatisfied claims of American nationals 
against Germany arising out of the war. In the 
case of Japan and other former enemy countries, 
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claims of American nationals arising out of the 
war have been met, with certain exceptions, by the 
provisions of the treaties of peace and by pay. 
ments made pursuant to the War Claims Act of 
1948, as amended. The principal claims against 
Germany still remaining unsatisfied are those of 





American civilians who suffered personal injuries 
between the outbreak of the war in 1939 and the 


entry of the United States in the war in 1941 and | 


those of owners of property which sustained war | 
damage in Germany and certain other countries 

of Eastern Europe for which Germany bears re- | 
sponsibility. In the War Claims Act of 1948, the | 


Congress provided that the proceeds of German | 


and Japanese vested assets should be pooled to 
form a single war claims fund. The Congress has | 
provided for various types of claims, principally 
those of prisoners of war and civilian internees, to 
be paid from the War Claims Fund. The sources 
of the War Claims Fund were principally German 
assets, but the claims paid out of it have been | 
principally claims against Japan. As a result, ap- | 
proximately $100 million of funds derived from 
German assets have been used to pay claims 
against Japan. 

The claims against Japan which were paid from | 
the War Claims Fund could have been paid from : 
public funds. The War Claims Act of 1948 has, | 
therefore, resulted in the exhaustion of the only | 
funds to which claimants against Germany could | 
look for satisfaction of their claims. I do not be- 
lieve that this result was foreseen at the time the 
act was passed. The administration proposal aims 
to correct this situation by re-creating a separate 
fund for claims against Germany into which 
would be paid an amount of money equivalent to 
the value of German assets used to pay claims | 
against Japan. The source of these payments 
would be payments to be made by the Federal Re- | 
public of Germany for postwar economic aid pur: | 
suant to agreements made between the two govern- 
ments in connection with the German Debt 
Settlement of 1953. 

The estimated unsatisfied claims against Ger- | 
many amount to over $300 million. It is 
estimated that the fund proposed will permit 
payments to American claimants up to $10,000 
each. Should any further payments be possible, | 
the proposed legislation would permit payments | 
pro rata above that amount within the limits of 
the $100 million fund. 
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We have had discussions with both the German 
and Japanese Governments on the subject matter 
of this legislation,> and the Secretary has sub- 
sequently received a letter from Chancellor Aden- 
auer © expressing his appreciation for the pro- 
posals and assurances of the cooperation of the 
German Federal Government in carrying out the 
proposed program. I believe the subcommittee 
will be interested in the various documents relat- 
ing to our discussions with the two Governments, 
and with your permission I should like to submit 
them for the record. 

This is a complicated problem and the legisla- 





5For text of joint statement issued following the U.S.— 
German talks, see BULLETIN of Mar. 14, 1955, p. 437; 
for joint U.S.-Japanese statement, see ibid., May 23, 1955, 
p. 848. 


*Chancellor Adenauer’s letter to Secretary Dulles, dated 
Mar. 30, 1955, read as follows: 


“Mr. Abs, on his return from the official talks in Wash- 
ington, which ended on March 4th, reported to me on the 
results of those conversations. 

“I am pleased to hear that those talks were inspired 
throughout their course by the friendly spirit which has 
been determining, in ever greater measure, the relations 
between our two countries. The Federal Government be- 
lieves that the results of the talks represent a constructive 
step on the way to solution of a problem which has been 
occupying the Federal Government and German public 
opinion for years. May I express in the name of the 
Federal Government our thanks for the fact that the 
American Government will recommend to Congress the 
return of the assets of natural persons up to $10,000 as 
well as copyrights, trade marks, and cultural assets. 

“IT am also informed that the American Government 
intends to present to Congress a draft bill for satisfying 
claims of American citizens for war damage sustained by 
them. If the American Government requests the techni- 
cal assistance of the Federal Government in determining 
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tion before you is of a complicated and technical 
character. However, the essentials of the pro- 
posals aresimple. It aims at dealing to the extent 
practicable with the human problem involved, 
that is, the satisfaction of the claims of the smaller 
former owners of property and the smaller Amer- 
ican claimants. Many of these persons are in dif- 
ficult personal circumstances and have waited a 
long time for relief. The relief will not be effec- 
tive unless it is provided promptly. For these 
reasons, the Department hopes that Congress will 
give early and favorable consideration to these 
proposals. 


these war damage claims, the Federal Government will 
grant it in principle. I suggest that the proposals to 
this end made in the official talks be made the subject 
of expert negotiations at a time to be agreed on with the 
American Government. In these negotiations, subject to 
the legislation of the two countries, the details of the 
technical assistance might be worked out.” 


In his reply, dated April 8, Mr. Dulles wrote: 


“I was very glad to receive your letter of March 30, 
1955 in which you expressed your satisfaction with the 
results of the discussions on vested German assets and 
claims of American nationals against Germany which were 
recently held in Washington with representatives of your 
Government. The warm and friendly response on your 
part to the program which we have formulated is highly 
gratifying. 

“IT welcome the statement in your letter that the Ger- 
man Federal Government is in principle disposed to pro- 
vide technical support to the task of adjudicating Ameri- 
can war claims against Germany. I agree with your sug- 
gestion that further discussions at an expert level should 
be held on this subject at an appropriate time. After 
favorable progress has been made in the Congress on the 
legislative proposals dealing with this subject, the United 
States Government will propose a time and a place for 
the discussions which you have outlined.” 
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Philippine-American Friendship 


by Homer Ferguson 
Ambassador to the Philippines? 


The announcement made by President Magsay- 
say on November 4th designating today, Novem- 
ber 15th, as Philippine-American Day gave me, 
as an American, a deep feeling of appreciation 
for the many years of close association between 
our two peoples—an association, a friendship, a 
truly cooperative enterprise which, less than a 
decade ago, was further solidified by the commin- 
gling of our peoples’ blood, shed in the defense of 
liberty and freedom, principles on which our two 
nations are firmly based. 

During the years that I have served my Govern- 
ment, both in elective and appointive office, I have 
attempted to follow as closely as possible the docu- 
ments which form the basis of American policies 
with regard to the Philippines. The thoughts 
and ideas that have created these documents have 
formed the basis for my Nation’s relationship with 
the Philippines and other nations of the world. 

Today being Philippine-American Day, I could 
not help but recall the words of a document pub- 
lished on April 17, 1900, which I feel was instru- 
mental in establishing the foundation of our 
present relationship. I refer to President Mc- 
Kinley’s instructions to the Second Philippine 
Commission, which said, in part: 

In all the forms of government and administrative pro- 
visions which they are authorized to prescribe, the Com- 
mission should bear in mind that the government which 
they are establishing is designed not for our satisfaction 
or for the expression of our theoretical views, but for 
the happiness, peace, and prosperity of the people of the 
Philippine Islands, and tie measures adopted should be 
made to conform to their customs, their habits, and even 
their prejudices, to the fullest extent consistent with the 
accomplishment of the indispensable requisites of just 
and effective government. 


* Address made on Nov. 15 at the Philippine-American 
dinner at Manila. 
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I have the feeling, as I stand before this dis- 


tinguished assemblage of Filipinos and Ameri- | 
cans, that President McKinley’s instructions were | 
well and faithfully carried out. Tonight we | 
have assembled as full and equal partners to cele- 
brate the fruition of that friendship and respect | 
established fully half a century ago between our | 
two peoples. 

But during this period new stresses have arisen | 
to exert pressure on the structure of international | 
peace, friendship, and cooperation—the structure 
in which the Republic of the Philippines and the 
United States desire to live, grow, and prosper. | 
These stresses are attempting to destroy—through | 
subversive actions within, aggressive actions with- 
out, and by more insidious methods of lies and | 
fabrications designed to weaken our beliefs in the 
policies to which we adhere. 


— 


NR RET NET 


oR 


The Kind of World We Want 


What are these policies? What does the United 
States want in the Far East? What does the 
United States want in the Philippines? 

What the United States wants in the Philip- 
pines, what we want in Asia, in fact, what we want 
everywhere is a world made up of independent, 
responsible, democratic countries whose govern- | 
ments are devoted to the peaceful development of 
their own territory and to the welfare and per- | 
sonal freedom of their own people. We want this 
because this is the only kind of a world in which 
Americans can lead the kind of a life in which they 
believe, and we feel that it is the only kind of | 
world in which Filipinos can lead the kind of a 
life in which they believe. 

In this kind of a world there is no place for im- 
perialism or colonialism. Therefore, we must 


eee 


Department of State Bulletin ! 
I 


stal 
and 
A 
sist 
of : 
litic 
har 
but 
cost 
evel 
you 
our 
nati 
| 
are 
and 
ishe 
time 
into 
T 
grar 
It is 
with 
wor) 
nati 
coun 
then 
own 
dom 
worl 
Or 
dom: 
Part 
from 
dest: 
cann 
from 
new 
vert 
in co 
usua’ 
“ag”? 
with’ 
In ot 
to “e 
Ne 
in w 
Coex 
muni 
the I 
ism a 


Dece 


s dis- | 


meri- 





5 Were | 


it we 


) cele- | 


espect 


Nn our | 


irisen 
tional 
icture 
id the 


ysper. | 


a 


‘ough | 


with- 
3 and 
n the 


So PRR OS MRR ITGERTIIIT cae 


nited — 


; the 


hilip- 
want 
dent, 


vern- | 


nt of 

per- 
t this 
vhich 


they | 


of a 
of a 


r im- 
must 


sore 


Iletin 


stand together in obtaining this kind of a world 
and resisting all threats to it. 

American policy is one of supporting and as- 
sisting the Philippines and the other free nations 
of Asia who are seeking to achieve economic, po- 
litical, and military strength to maintain their 
hard-won freedom. Not only have we learned, 
but the Philippines, too, have learned, at a great 
cost, that freedom is indivisible. Its maintenance 
everywhere is vital to the freedom of all, including 
yours and ours. This really is the keystone of 
our national policy and we know that it is your 
national policy. 

The people of the Philippines and their leaders 
are thoroughly aware of the needs of the people 
and see their task as one of preserving their cher- 
ished national independence while, at the same 
time, striving to bring their vast natural resources 
into play for the benefit of their countrymen. 

The sole purpose of America’s mutual aid pro- 
gram in the Philippines is to help in this task. 
It is therefore important that in our relationship 
with this country and other free nations of the 
world we strive toward the independence of all 
nations, urging that responsible and democratic 
countries, through their governments, devote 
themselves to the peaceful development of their 
own territory and to the welfare and personal free- 
dom of their own people. This is the kind of a 
world to which we believe the people are entitled. 

On the other side of the coin, where communism 
dominates, we find the leaders of the Communist 
Party want totalitarian government emanating 
from the Kremlin. They succeed in this by first 
destroying freedom through infiltration. If it 
cannot be done in this way, nothing deters them 
from the use of armed force. Just recently a 
new word has been popularized in this war to sub- 
vert freedom. It is called coexistence. The “co” 
in coexistence is not the possessive Tagalog “ko”— 
usually meaning “my”—but is the Latin prefix 
“co” meaning “with.” The word means to “exist 
with’—“exist with” as opposed to “live with.” 
In other words, the a would — us 
to “exist” but not to “live. 

Neither Filipinos nor Americans want a world 
in which nations are only permitted to exist. 
Coexistence means facing the gun barrels of com- 
munism. In fact, there are armed subversives in 
the Philippines today who represent totalitarian- 
ism and communism and ask that you coexist with 
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them until they can take over. What your nation 
and my nation believe in—and what this day helps 
to sponsor and perpetuate—is a partnership—not 
silent partners but active, free partners in the true 
sense of the word. 

Our aid program, the devotion of much of our 
wealth to our own defense and the defense of other 





Message From President Eisenhower 


Following is the text of a message from Presi- 
dent Eisenhower which Ambassador Ferguson de- 
livered to President Magsaysay on November 15 and 
later read at the Philippine-American dinner. 


DEAR MR. PRESIDENT : 

Philippine-American Day gives me the oppor- 
tunity to express the especially warm friendship 
which Americans feel for the Philippines. We have 
watched with admiration your struggle against the 
destruction of war and the Communists’ assaults on 
your freedom, as well as your earnest efforts to 
develop your land for the benefit of your people. 
We are proud of the long and close relations be- 
tween our countries. We wish you continuing suc- 
cess. Warmest personal regards. 

Dwicut D. EISENHOWER 











free nations, our bilateral defense treaty, our sup- 
port of the Manila Pact are not designed to impose 
our power on Asia or the Philippines, but rather 
they are intended to help the Philippines and other 
nations to maintain their independence and de- 
velop self-sustaining economies. While we do 
this, we realize that we must have planes that can 
take to the air, ships that can sail the sea, armies 
that can resist aggression. However, we must also 
be ever mindful that ships, planes, guns, and tanks 
will not insure our freedom if we do not have in 
our hearts and our souls the will to resist enslave- 
ment and the will to retain our freedom. We must 
remember that freedom is indivisible and that if it 
is destroyed anywhere in the world—no matter 
how remote—it affects our own freedom. 


Collective Security 

The Philippines is an important member and a 
link in free-world collective defense arrangements. 
If we can, through this cooperative and collective 
defense, reduce the menacing influence of com- 
munism and prevent further Communist aggres- 
sion, we Americans will have served our people, 
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and you of the Philippines will have served your 
people. We believe that we need your help and 
that you need ours to maintain freedom and to 
strengthen the ties and relationships between the 
peoples of the world. 

Both the Philippines and America know what 
it is to have fought for and earned freedom. In 
1789, after our American War for Independence, 
we Americans were able to establish a government 
of the people, by the people, and for the people. 
Following that war, and in our early days as a 
free nation, we came to realize that our inde- 
pendence was not enough. We learned that we 
could not stand isolated and subject to destruc- 
tion from without and subversion from within. 
It was for this reason that the Monroe Doctrine 
was announced. Through it the United States 
declared that it would not tolerate further colo- 
nialism or despotic policy any place in the West- 
ern Hemisphere. This was a brave announcement 


Where Is United States Trade Policy Headed? 


by Douglas Dillon 
Ambassador to France? 


I would like to try to put the consistently lib- 
eral trade policy of the United States in proper 
perspective. When I speak of our /beral trade 
policy, I mean just that. I realize that public 
opinion abroad sometimes, perhaps usually, gets 
a different impression. We have all scen news- 
paper and magazine articles which, drawing on a 
few isolated cases—in particular, the watch and 
bicycle escape-clause actions—have conjured up 
a picture of triumphant protectionism in the 
United States. I suppose that everyone in this 
audience has often heard these individual cases 
cited as evidence of retrogression, or at least hesi- 
tation, in carrying out our announced trade policy. 
One distinguished foreign critic from across the 
Channel even spoke of the bicycle case as “back- 
pedaling.” 

No matter what one’s personal opinion about 


* Address made before the American Chamber of Com- 
merce, Paris, France, on Nov. 8. 
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by a young nation. We would not have been able 
at that time to defend our principle; but we knew 
it to be right, and we were willing to die in an at- 
tempt to defend it. And because of our right 
and our determination, other nations did not chal- 
lenge it. We have, with other free nations of 
Southeast Asia, indicated our will not to tolerate 
further Communist despotic political systems to 
come from without and destroy your freedom and, 
therefore, our freedom. 

I believe that our two countries are today to see 
to it that the freedom of the Philippines and of 
America is not destroyed. But it will take all our 
mutual belief and determination that it is the 
right of each nation to defend itself singly or col- 
lectively in conformance with the charter of the 
United Nations and the collective security to 
which we have mutually agreed under the Manila 
Pact and under the principles of the Pacific 
Charter. 





the controversial decisions in question, I feel very : 


strongly that we Americans need not feel de- | 
fensive about them. Rather we have a positive | 
duty to put them in their proper long-term per- | 
spective. In such perspective, our record looks 
mighty good. | 

Let us look at this record, remembering that | 
the Reciprocal Trade Agreements Program has 
been in effect for 20 years, under administrations 
of both political parties. In order to get a realis- | 
tic picture of the United States position toward | 
foreign trade today, we must look at two things: 
first, the absolute level of our import duties and, 
second, the progress made in the past 20 years. 
The average duty paid on all imports into the 
United States figures out at less than 6 percent. | 
Such a rate clearly ranks the United States among | 
the low-tariff countries in the world today. 

Now for the progress made. By the end of 
1954, the rates of duty as they existed 20 years 
earlier had been reduced by 75 percent on about 
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20 percent of our dutiable import trade and by 
more than 50 percent on over three-fourths of 
that trade. Since then we have made further 
reductions, in connection with the recent negotia- 
tions with Japan, which involve goods accounting 
for $89 million of our imports. And we have 
recently announced our willingness to make fur- 
ther substantial concessions from a list of nearly 
1,000 items representing about 40 percent of our 
dutiable imports at the negotiations which are to 
be held with 25 countries in Geneva next Janu- 
ary.” 

Any graph shows its zigs and zags, but the trend 
of progress toward the liberal American commer- 
cial policy objectives is clear. Tariffs have been 
reduced on thousands of items over the past 20 
years. On the other hand, the famous escape 
clause has been used only most sparingly. Only 
60 commodities have even been the subject of a 
formal application for escape-clause action. Of 
these, the President decided to invoke the escape 
clause in only six—I repeat, six—instances to re- 
store or partially restore previous reductions on 
certain isolated items, where demonstrable dam- 
age had occurred to the American industry con- 
cerned. In each of these six cases we have fol- 
lowed the procedures of the Gatr and have 
offered compensatory concessions to the foreign 
countries affected. Furthermore, we did not sub- 
ject the imported goods concerned to quota limita- 


tions or other similar devices. 
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In spite of all we have heard and read about 
the use of the escape clause to restore our watch 
tariff, in the first half of 1955 Switzerland ex- 
ported 4.4 million watches and watch movements 
to the United States, as compared with 4.3 million 
in the first half of 1954 before the tariff adjust- 
ment occurred. And I wonder how many of 
those who talk about our “backpedaling” in the 
bicycle case realize that even the recent partial 
restoration of the duty on lightweight bikes still 
leaves our duty below that of any Western Euro- 
pean country except Denmark. The other four 
cases in which we have had recourse to the escape 
clause had to do with commodities of relatively 
small importance in our trade with any one 
friendly country. They were: women’s fur felt 
hats and hat bodies, hatters’ furs, dried figs, and 
alsike clover seed. 





*BULLETIN of Aug. 22, 1955, p. 305; Sept. 26, 1955, p. 
507; and Oct. 10, 1955, p. 579. 
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You can see that as far as concerns action under 
the escape clause—as distinguished from talk 
about the escape clause—these “zags” in our policy 
do not really loom very large when viewed in 
perspective. Moreover, for the sake of the con- 
tinuation of the policy itself, it is understandable 
that there must be a safety valve which can op- 
erate occasionally when too much pressure ac- 
cumulates at any one sensitive point. 

I have noticed that every time a protectionist 
statement is made by an industry representative in 
a congressional or a Tariff Commission hearing, 
it is fully reported in the press. This is quite 
proper, but it has resulted in building up a recur- 
rent myth of a so-called “wave of protectionism” 
which conceals the true situation. This was par- 
ticularly so in connection with our negotiations 
for mutual reduction of tariffs with Japan a few 
months ago. A great many of our domestic in- 
dustries were affected by those concessions, and it 
is understandable that they insisted upon their 
day in court. The point to remember, though, 
is that the agreement was in fact signed and is 
now in effect. By contrast, not only did many 
other Garr countries refrain from entering into 
tariff reduction negotiations with Japan, but 14 
of them also retained the right to discriminate 
against Japan by refusing her the benefit of the 
most-favored-nation clause, one of the most essen- 
tial features of the Garr system. 

The President’s foreign economic program of 
March 30, 1954, which closely followed the gen- 
eral lines of the majority recommendations of the 
Randall Cemmission, is a bold program. From 
time to time we read that it has run into serious 
trouble in Congress or that it has been abandoned 
or put on the shelf. Again the facts are different. 
The box score covering the year and a half since 
those policies were announced shows an amazingly 
successful record for the administration. 

I shall just mention a few of the achievements 
in implementing the President’s trade program 
thus far. First and foremost is the enactment of 
the legislative keystone of the tariff-reduction pro- 
gram—the Trade Agreements Extension Act of 
1955, which authorizes a further 15 percent re- 
duction of United States tariff rates over the next 
3 years and the reduction to a maximum rate of 
50 percent of those few tariffs still above that 
level. Almost as important is the legislation on 
customs simplification. There have already been 
enacted the Customs Simplification Acts of 1953 
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and 1954. Another important bill in the same 
field passed the House of Representatives this 
year before Congress adjourned and will be 
brought up in the Senate in the next session. 
Meanwhile, by executive action, a further and im- 
portant simplification of procedures has been the 
elimination, as of October 1, of the requirement 
for consular certification of invoices on imports.* 

A large number of measures have been taken to 
stimulate increased expenditures by American 
tourists abroad and to make it possible for them 
to bring back with them increased quantities of 
foreign purchases for their personal use. On the 
financial side, we have increased the lending au- 
thority of the Export-Import Bank by $500 mil- 
lion, we have provided for United States partici- 
pation in the new International Finance Corpora- 
tion, and our tax laws have been revised—and will 
undoubtedly be revised further—to stimulate pro- 
ductive private American investment abroad. 

The principal item of unfinished business in the 
President’s program is now the question of getting 
the congressional stamp of approval on our mem- 
bership in the new Organization for Trade Co- 
operation. This promises to be a hard battle, but 
the record in Congress on the President’s program 
so far permits us to hope that it will be won. 

In my mind there is no doubt of the direction 
in which United States trade policy is heading. 
Occasional exceptions do not invalidate a rule. 
The most successful generals do not win all 
skirmishes in every campaign. I think you will 
agree that our record on the whole is a good one 
and that there are solid grounds for expecting 
further progress. 

However, I do want to raise a warning signal. 
If we are to continue our progress in the com- 
mercial policy field, we must be in a position to 
demonstrate to our Congress and to our people 
that our efforts to reduce trade barriers are being 
effectively matched by our trading partners. This, 
of course, means that in return for the further 
tariff concessions we intend to make in the con- 
ference opening in Geneva next January we expect 
to receive roughly commensurate concessions in 
rates of duty on our own exports. Of even greater 
importance, it also means that such concessions 
must not be nullified, as has so often been the case 
in the past, by restrictive and discriminatory im- 
port controls, by special taxes, and by various 


* Ibid., Sept. 5, 1955, p. 399. 
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forms of administrative protectionism, particu- 
larly where our partner countries are no longer 
in the critical balance-of-payments situation of 
the immediate postwar years. 

When it gave authority for a further 15 percent 
reduction in American tariffs over 3 years, our 
Congress inserted language into the act which 
makes its intention in this respect very clear. We 
do not expect all discriminatory controls to be 
abolished overnight, but we do have a right to 
expect positive and substantial evidence of good 
faith in this respect. If that is not forthcoming, 
the loss will not be ours alone. If lack of reci- 
procity by other countries should cause the balance 
of power to swing in the direction of increased 
protectionism in the United States, if the present 
opportunity for further reduction of tariffs and 
other barriers to international trade should be 
missed, the responsibility will not be ours alone. 


Roosevelt Bridge Construction Plans 





for St. Lawrence Seaway 
Press release 651 dated November 17 
The following exchange of notes has taken 
place in Ottawa between the United States and | 
Canadian Governments. The notes delineate the | 
responsibility of the United States St. Lawrence } 
Seaway Development Corporation and the Ca- 
nadian St. Lawrence Seaway Authority concern- | 
ing the relocation of the south span of the Ioose- 
velt Bridge, which links the State of New York | 
with the province of Ontario at Cornwall Island. 


United States Note } 


Untrep States Empassy | 
Orrawa, CANADA 
November 16, 1956 


The Honorable 
L. B. Pearson, 
Secretary of State for External Affairs, 
Ottawa. 


Sir: I have the honor to refer to discussions | 
concerning the St. Lawrence Seaway project 
which have recently taken place between repre- | 
sentatives of the I:mbassy and representatives of ! 
the Department of External Affairs regarding | 
the problems arising from the necessity to relocate | 
that part of the Roosevelt Bridge which crosses | 
the Cornwall South Channel. 
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It was concluded as a result of these discussions 
that the present bridge should be dismantled and 
a new bridge built at Polly’s Gut; that the St. 
Lawrence Seaway Development Corporation of 
the United States and the St. Lawrence Seaway 
Authority of Canada should agree on plans and 
build the new bridge as a joint undertaking shar- 
ing the costs in proportion to the amount of the 
structure in the territory of their respective coun- 
tries; that contracts for the construction of the 
bridge should be shared equitably between United 
States and Canadian contractors or, if this is 
not feasible, that United States and Canadian 
contractors should be given the opportunity to 
tender for contracts for part or all of the bridge 
on an equal basis; that waivers of customs and 
immigration regulations should be granted, on a 
reciprocal basis, by both Governments to facili- 
tate the construction of the bridge; and that the 
Corporation and the Authority should make ar- 
rangements for the operation and maintenance of 
the bridge. 

It was further concluded that the Corporation 
and the Authority would each have the respon- 
sibility for the relocation and construction of re- 
lated facilities, including railway and highway 
approaches to the new bridge, and of meeting all 
requirements and procedures arising from the re- 
locations in their respective territories, although 
the Corporation and the Authority may jointly 
make agreements with interested parties if they 
so desire. The Corporation and the Authority 
will ensure, each in its respective territory, that 
provision is made for the maintenance of relo- 
cated facilities. The dismantling of the existing 
south span of the Roosevelt Bridge will be a mat- 
ter for agreement between the Corporation and 
the Authority. 

In the course of the discussions on this subject, 
the Canadian authorities stressed the importance 
they attach to the provision of facilities for un- 
interrupted traffic between the bridge at Polly’s 
Gut and New York State Highway No. 37, via 
the Grass River, the Grass River Lock, and the 
Raquette River Bridges as part of the joint plan 
for the displacement of the south span of Roose- 
velt Bridge. I am authorized to state that, to 
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meet the wishes of the Canadian authorities, the 
St. Lawrence Seaway Development Corporation 
is prepared to construct a supplementary bridge 
for two-lane highway traffic at the eastern end of 
Grass River Lock, in addition to the presently 
planned bridge for railway and highway traffic 
at the western end of the lock. 

If the Government of Canada concurs in the 
foregoing conclusions, I have the honor to sug- 
gest, upon instruction from my Government, that 
this Note and your reply shall constitute an agree- 
ment to give effect to these conclusions, which 
shall enter into force on a date to be fixed sub- 
sequently by arrangement between our two 
governments. 

I have the honor to suggest, furthermore, that 
the carrying out of this agreement be left to the 
St. Lawrence Seaway Development Corporation 
and the St. Lawrence Seaway Authority as the 
designated agencies of the two governments. 

Accept, Sir, the renewed assurances of my high- 
est consideration. 

R. Doveias Stuart 


Canadian Reply 
Orrawa, November 17, 1956 


His Excellency 

R. Dovetas Stuart, 

Ambassador of the United States of America 
Ottawa. 

Exce.iency: I have the honour to refer to your 
Note No. 127 of November 16, 1955 concerning the 
relocation of that part of the Roosevelt Bridge 
which crosses the Cornwall South Channel. 

I have the honour to state that the proposals in- 
cluded therein are acceptable to the Government 
of Canada, and that your Note and this reply shall 
constitute an agreement which shall enter into 
force on a date to be fixed subsequently by ar- 
rangement between our two Governments. 

Accept, Excellency, the renewed assurances of 
my highest consideration. 

L. B. Pearson 
Secretary of State 
for External Affairs 
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International Joint Commission Discusses U.S.—Canadian 


Boundary Water Problems 


Following is the text of a statement issued by 
the International Joint Commission at the con- 
clusion of its semiannual meeting at Ottawa, Oc- 
tober 4-7, together with a statement made on 
October 4 by Governor Len Jordan of Idaho, 
Chairman of the United States Section of the 
Commission; also, the text of a report made by 
Senator Thomas Reid of Canada, Chairman of 
the International Pacific Salmon Fisheries Com- 
mission, to the U.S. and Canadian Governments 
and to the Canadian Section of the International 
Joint Commission on June 3. 


COMMISSION’S STATEMENT OF OCTOBER 7 


Governor Len Jordan and General A. G. L. 
McNaughton are the Chairmen of the United 
States and Canadian Sections of the Commission, 
respectively. The other members of the Commis- 
sion are Messrs. R. B. McWhorter and Eugene W. 
Weber for the United States, and Messrs. George 
Spence and J. Lucien Dansereau for Canada. 

In connection with the Columbia and Kootenay 
Rivers, which rise in British Columbia and flow 
into the United States, Governor Jordan said that 
a Canadian plan to divert part of the flow of the 
Kootenay River into the Columbia, and thence into 
the Fraser River system along with part of the 
Columbia flow, for power development purposes 
in Canada, would result in “very great injury” to 
the United States interests downstream in the Pa- 
cific Northwest States. 

General McNaughton emphasized his view that 
under the Canadian plan there would be no injury 
to United States interests within the terms of the 
1909 treaty. 

The Commission will continue its studies of the 
Columbia to reach an understanding on the prob- 
lems of mutual concern and benefit. 

Engineers from both countries will meet later 
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this month at Fredericton, N.B., and Augusta, 
Maine, to organize the investigation of the St. 
Croix River basin which the two Governments 





have requested the Commission to undertake. 
The investigation will include consideration of the 
uses of the river for various beneficial purposes, | 
including the possible reestablishment of the St. | 
Croix as a salmon producing river. | 
Detailed studies are progressing satisfactorily : 
on the effects of the power works now under con- | 
struction in the International Rapids Section of 
the St. Lawrence River, upon the water levels of | 
Lake Ontario, and upon downstream interests in | 
the Canadian section of the St. Lawrence. The | 
Commission recommended to the two Governments | 
a short time ago the specific criteria which should | 
be satisfied by any plan of operation of works 
which may be adopted. : 
Referring to the question of air pollution in the 
Windsor-Detroit area, the Commission expressed | 
great satisfaction with the improved smoke emis- | 
sion performance of the majority of vessels oper- | 
ating in the Detroit River. The duration of ob- 
jectionable smoke emission by vessels in that area 
has been reduced from 50.7 percent of the time in 
1950 to 9.6 percent of the time this year. | 
A delegation headed by the Honorable Thomas | 
M. Kavanagh, Attorney General of Michigan, and 
including representatives of that State and of 
the City of Sault Ste. Marie, Michigan, made rep- 
resentations to the Commission regarding the pol- 
lution of the waters of the St. Marys, St. Clair and 
Detroit Rivers, which are the sources of water sup- 
ply for many rapidly growing communities. The | 
Commission’s technical advisory.board, consisting | 
of representatives of both countries, are continu- | 
ing their investigations in an effort to identify and | 
insure abatement of pollution of these boundary | 
waters. 


session 
* BULLETIN of July 4, 1955, p. 21. 
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The Commission held public hearings last month 
in Winnipeg, Man., Minot, N. Dak., and Este- 
yan, Sask., in connection with the apportionment 
of Souris River waters between the two countries. 
Several applications have been received by the 
Commission for authority to make increased use 
of the waters for domestic, municipal, sanitary, 
and other purposes. These applications are now 
being considered by the Commission, and it is ex- 
pected that decisions will be reached in the very 
near future on these matters, which are urgent for 
the people in the localities affected. 


STATEMENT BY GOVERNOR JORDAN ON 
COLUMBIA RIVER DEVELOPMENT 


The Canadian Section has very kindly caused 
to be supplied to the United States Section of the 
Commission printed copies of the Minutes of Pro- 
ceedings and Evidence of the Standing Committee 
on External Affairs, House of Commons, contain- 
ing the testimony of General McNaughton and 
other witnesses before that Committee last spring.” 
We have given very careful consideration to 
General McNaughton’s testimony and find therein 
numerous statements with which we do not agree; 
and we desire that it be clearly understood that 
our decision not to deal specifically with such 
statements today shall not be construed as accept- 
ance of or agreement with them. 

At the semiannual meeting of the Commission 
in Washington in April 1955, General Mc- 
Naughton outlined Canadian plans and views con- 
cerning development of the Columbia and adjacent 
basins and asked that his statement be regarded 
as an open document—available for use outside 
of International Joint Commission channels if 
required. 

I should like now to present a statement for the 
U.S. Section of this Commission in response to 
certain parts of General McNaughton’s statement 
and to ask that it also be regarded as an open 
document. 

Last April, Chairman McNaughton said : 


. I agreed that I should give at the first appropriate 





*General McNaughton testified in connection with the 
International Rivers Act. For text, see Minutes of Pro- 
ceedings and Evidence of the Standing Committee on 
External Affairs, No. 1, Mar. 9, 1955, pp. 32-47, and 
No. 11, May 12, 1955, pp. 465-506. 
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opportunity an account of the plans being evolved by 
Canada for the utilization of the vast resources of water 
in the Canadian portion of the Columbia Basin and the 
adjacent watersheds. 

I am prepared to outline these plans before this Com- 
mission as a matter of information to indicate the 
progress which has been made, the magnificent possibil- 
ities which have been disclosed, and the expectations 
which we are coming to hold as to the immensely impor- 
tant beneficial economic consequences for Canada which 
will result. 

I say for Canada, by which I mean primarily British 
Columbia. But I do not overlook the possibilities which 
are becoming evident for cooperative arrangements be- 
tween Canada and the United States for the exploita- 
tion and use of certain portions of these waters which 
we may find it advantageous to permit to continue to 
flow from Canada across the boundary. 

Accordingly, as part of my presentation, after I have 
given an outline of the general plans which are evolving 
for the use in Canada of the various heads and flows in 
and from the Columbia Basin, I will indicate those sec- 
tions of the Columbia and the Kootenay where, I think, 
you may be interested in discussions for joint beneficial 
use of the particular waters in question. 

I will now, Mr. Chairman, give you a brief account 
of the plans which are evolving for the development of 
these Canadian resources in water in the Columbia Basin 
and the adjacent watersheds. 


In outlining Canadian studies, General Mc- 
Naughton divided the various ways that the Co- 
lumbia could be developed into three principal 
cases, namely: case 1, under which there would 
be no diversion of flows from the Kootenay River 
to the Columbia nor from the Columbia to adja- 
cent basins; case 2, under which there would be 
diversion of from 5,000 to 8,000 cubic feet per 
second from the Kootenay to the Columbia; and 
case 3, under which there would be the case 2 
Kootenay diversions plus diversion of up to 15 
million acre-feet annually from the Columbia to 
the Fraser River Basin. 

After discussing the three cases together with 
several variants, General McNaughton continued 
his remarks as follows: 


I have mentioned that we feel that in proposing these 
diversions we contravene no provision of the Treaty of 
1909, or necessarily impair any interest in the United 
States which has been legally acquired under that Treaty. 

In our studies in the Canadian Section, International 
Joint Commission, of this aspect of the matter, it has 
become evident that under the conditions which would 
exist, the point of maximum use of the water from 
Canada in the United States would be at the Grand Coulee 
Dam. 

Here also the rights of the United States seem to us 
to be more explicit than anywhere else. And the reason 
for this is the International Joint Commission order of 
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1941, under authority of which the United States is per- 
mitted to flood up to the boundary with certain backwater 
effects running to Canada. 

Mr. Chairman, I now refer to Table VII, which gives, 
so far as the information available to the Canadian Sec- 
tion, IJC, is concerned, our understanding of the present 
and prospective demand for water at Grand Coulee. 

Now, I use the term “demand”, because we do not yet 
know how much of the flows mentioned would constitute 
lawful appropriations and priorities, interference with 
which might constitute an injury under the provisions 
of Article II of the Treaty of 1909, which would be recog- 
nized as such by the Court of competent jurisdiction, 
which, in this case, is the Exchequer Court of Canada. 

And I would like to say, Mr. Chairman, that if you 
have any ideas on this subject, we would be glad to learn 
your views, which will be given very careful considera- 
tion, and we will consult the law officers of the Crown 
thereon. 


With respect to this quotation, I should first like 
to say that we do not agree with the statement: 
. .. that under the conditions which would exist, the 


point of maximum use of the water from Canada in the 
United States would be at the Grand Coulee Dam. 


I shall have more to say about this later. Nor 


do we agree with the statement : 
. hecessarily impair any interest in the United 
States which has been legally acquired under that Treaty. 
With respect to the above quoted remarks, cer- 
tain basic axioms should be mentioned. They 
are: 


1. Both the United States and Canada recognize 
the doctrine of appropriation as being applicable 
in the area under consideration. 

2. Under the doctrine of appropriation, the ap- 
propriator who is first in time is first in right. 

3. A right is established when the actual appro- 
priation is made. 


U.S. Investment in Columbia Basin 

With these basic points in mind, may we point 
out that the United States Government already 
has substantial investments in existing power 
plants in the Columbia basin amounting to about 
one and one-half billion dollars; in power plants 
under construction, another billion dollars; plus 
another estimated two billion dollars for power 
plants expected to be built in the next 10 years. 
Wide publicity has been given all of these proj- 
ects. Canadian and provincial officials have been 
given all of our engineering reports. Never at 
any time has secrecy shrouded our building or our 
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planning. All of these projects were planned and 
all of the funds are committed in anticipation that 
the waters of these international rivers would not 
be utilized by Canada in such a way as to jeopard- 
ize downstream interests. 

Frankly, we are convinced that the diversion of 
15 million acre-feet of water annually from the 
Columbia to another watershed wholly in Canada 
would result in very serious injury to downstream 
interests in the United States. Chief Joseph 
Dam, now nearly completed, will use 171,000 cubic 
feet per second. The Dalles, also under construc- 
tion, will have an ultimate hydraulic capacity of 
360,000 ¢c.f.s. Other plants on the main stem also 
have sufficient capacities to utilize more water 
than would be available if 15 million acre-feet 
were diverted. 

I submit for the record two tabulations show- 
ing estimates of unutilized water at projects on the 
main stem of the Columbia River based on flows 
which occurred during the 20-year period 1928-48. 


Data in the first table are predicated on a level | 


of development of upstream storage projects in 
the United States with a total capacity of 21,384, 
000 acre-feet being available. The second table 
shows unutilized flows if only the existing Hungry 
Horse, Albeni Falls, and Grand Coulee storage 
projects were available. 

The unutilized flows are the sum of all monthly 
flows in excess of the ultimate wheel capacity. The 
flows used in determining this excess are the regu- 
lated flows from the corresponding 20-year study 
for the inter-agency report of January 1955 on the 
“United States and Canadian Storage Projects.” 


The ultimate number of units are the same as 
Copies of this report have | 


shown in that report. 
been supplied to the Canadian Section. 
In examining these tables, I call your attention 


particularly to the two lines at the bottom of each | 


table which indicate that there would be no surplus 
water in about half of the 20 years, and surplus of 
15 million acre-feet would not be available except 
ina very few of the 20 years. 

I think it proper to point out at this time that the 
injuries downstream occasioned by the annual di- 
version of 15 million acre-feet of Columbia water 
to another basin will be suffered by a sovereign— 
one of the High Contracting Parties *—namely, 


*Te, to the Treaty Between the United States and 


Great Britain Relating to Boundary Waters, and Ques 
tions Arising Between the United States and Canada, 
signed Jan. 11, 1909 (36 Stat. 2448). 
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TABLE I 


Unutilized Flows at Main Stem Columbia River Projects 


(Based on a level of development in the United States including about 21,000,000 acre-feet of upstream storage) 


Thousands of acre-feet above ultimate hydraulic capacity 











Grand Coulee,| Chief Joseph, MeNary, John Day, | The Dalles, | Bonneville, 
Year 26 units, 27 units, 20 units, 20 units, 22 units, 16 units, 
130,000 c.f.s. | 171,000 c.f.s. | 291,000 c.f.s. | 287,000 c.f.s. | 360,000 c.f.s. | 215,000 c.f.s. 

1928 (start July) 0 0 0 0 0 0 
ree 0 0 0 0 0 0 
ER ie ok aoe ase ee Go eA PAD ae tore) Lea a a 0 0 0 0 0 0 
MNES Sst ooo ex SS te ae ac BA ee eae, gs 0 0 0 0 0 0 
RMR 6 ay cs) a ee te a eo en RR ell ease 6, 495 1, 900 100 2,915 0 8, 025 
1933 16, 165 9, 000 9, 460 12, 660 0 25, 125 
1934 13, 105 8, 200 1, 875 6, 150 0 24, 525 
1935 8, 090 3, 120 0 0 7, 445 
1936 4, 180 1, 130 0 715 0 7,475 
IEG tas oe cts pe el et ak Wy abe tate SRT SaS 0 0 0 0 0 0 
RS ol Ree a eG eR. Bw mse whe Oe wl 6, 795 800 1, 130 2, 740 0 14, 385 
Ne eee Baa ah To ass SUAS Rts) esse Me 1, 565 0 0 0 0 245 
IR et he oat eat Ree Gy hn cae Sy Reh hs 2K DS 0 0 0 0 0 800 
DME Gar tage eo ate ah aren kes “Sn ES Sor BS 0 0 0 0 0 0 
EME fs Be one rt te BLS Sekt ds MeN Chas oie 3, 990 1, 415 0 0 0 5, 440 
1943 8, 965 2, 375 3, 775 8, 950 240 24, 535 
EES ver Ruta oo: ie eee wh eee lnc, Sis, res 0 0 0 0 50 
MS Pin eter te eee SP Gy eRe we 0 0 0 0 0 0 
MNES rs SP eu Ss igh Wp aT ares, eileen we ets 12, 325 4, 675 2, 055 5, 510 0 17, 450 
RS ES re ae en een eee 7, 730 1, 250 595 3, 185 0 11, 855 
MPN UEIOL OUIMC) sg ek Se en aw Se wn os 18, 790 13, 780 22, 860 27, 590 17, 240 35, 695 
Number years of nosurplus ......... 9 10 13 12 18 8 
Number years when 15,000,000 acre-feet of sur- 

plus water would not be available . S 18 20 19 19 19 15 

(October 1955) 























the United States of America. Obviously, there- 
fore, the United States, as an injured sovereign, 
will not be limited to the redress provided for an 
injured party (spelled with small letter “p”) by 
article IT. 

After describing Canadian studies of possibili- 
ties for development of the Columbia River under 
cases 1, 2, and 3, General McNaughton suggested 
four subjects to be studied jointly under the Co- 
lumbia Reference. Again I quote from the April 
record : 

To summarize, Mr. Chairman, the Canadian Section are 
prepared to discuss with you under the general terms of 


_ the Columbia Reference the cooperative arrangements in 








| of level of approximately 42 feet at the point where the 


relation to the undermentioned subjects which we might 
Propose in our report to the Governments of the United 
States and Canada and to make appropriate advisory rec- 
ommendations thereon as we may agree. 

One, for the temporary—the emphasis supplied, shall I 
say—use downstream in the United States of regulated 
flow from Mica storage; 

Two, and of Murphy Creek storage; 

Three, possibilities of Canada permitting an increase 
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Columbia River crosses the boundary into the United 
States ; thereby flooding upstream to the tail water of the 
Murphy Creek Dam. This would permit a corresponding 
increase in the height of the Grand Coulee Dam. 

Four, the possibility of Canada permitting an increase 
of level of approximately 37 feet at the point where the 
Kootenay crosses the boundary into the United States, 
that is, the eastern crossing; thereby flooding upstream to 
the tail waters of the Dorr Dam. 

This will permit a corresponding increase in the height 
of the proposed dam at Libby, Montana, above the water 
level at the boundary. 


We object to the proposal of the Chairman of 
the Canadian Section for several reasons. 

First, it is quite obvious that all four of the sub- 
jects proposed are intended to fit into diversion 
conditions that would prevail under Chairman 
McNaughton’s case 3. 

If the United States Section should agree to 
participate in the joint studies under conditions 
specified in the Canadian case 3 proposal, we 
would, by so doing, risk an assumption by others 
that we gave tacit approval to Chairman Mc- 
Naughton’s contention that a diversion of 15 mil- 
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TaBLeE II 
Unutilized Flows at Main Stem Columbia River Projects 
(Based on existing storage projects) 


Thousands of acre-feet above ultimate hydraulic capacity 





Year 





1928 (inel. July) 
SS eee 
1930. . 

1931. 

1932. 

1933. 

1934. 

1935. 

1936. 

1937 . 

1938 . 

1939. 

1940. 

1941. 

1942. 

1943. 

1944. 

1945. 

1946. 

| See ee 
1948 (incl. June) . 


Number years of no surplus 


Number years when 15,000,000 acre-feet of surplus water 


would not be available . 
(October 1955) 





Grand Coulee,| Chicf Joseph, MeNary, The Dalles, Bonneville, 
26 units, 27 units, 20 units, 22 units, 16 units, 

130,000 c.f.s. | 171,000 c.f.s. | 291,000 c.f.s. | 360,000 c.f.s. | 215,000 c.f.s, 
6, 327 3, 815 0 0 4, 920 
3, 765 715 0 0 5, 060 
4, 070 185 0 0 775 
1, 500 0 0 0 0 
18, 020 10, 555 11, 760 4, 755 28, 575 
22, 205 14, 065 16, 525 9, 195 33, 550 
18, 855 9, 985 5, 550 0 21, 430 
14, 315 8, 690 4, 225 475 16, 715 
9, 360 3, 305 3, 840 0 15, 700 
4, 475 0 0 0 4, 485 
16, 240 8, 780 10, 300 4, 460 27, 070 
7, 645 240 0 0 6, 885 
4, 065 890 0 0 5, 310 

0 0 0 0 890 

10, 615 5, 660 3, 570 0 14, 460 
15, 130 7, 750 14, 315 3, 630 36, 510 
0 0 0 0 655 

6, 970 2, 140 2, 975 0 12, 695 
20, 960 13, 490 13, 965 6, 645 31, 605 
16, 540 9, 005 11, 580 3, 840 24, 570 
23, 750 18, 795 32, 670 26, 255 44, 770 
2 4 9 13 1 

12 19 18 19 10 

















lion acre-feet annually can be made without injury 
downstream in the United States. 

This we are not prepared to do. 

Asa matter of fact, we consider that such studies 
would not be within the terms of the Columbia 
River Reference. We submit, moreover, that no 
such diversions were contemplated by either of the 
High Contracting Parties when they sent the Ref- 
erence to the International Joint Commission on 
9 March 1944. I quote from the Reference: 

It is desired that the Commission shall determine 
whether in its judgment further development of the water 
resources of the river basin would be practicable and in 
the public interest from the points of view of the two 
governments. [Emphasis supplied.] 

We have already pointed out that the United 
States would suffer great injury under case 3 
diversions. We must conclude, therefore, that the 
United States Section has neither the authority 
nor the inclination to engage in joint studies based 
on acceptance of the theory of the case 3 diversions 
which are definitely against the public interest 
from the point of view of the United States. 
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In addition to the objections already stated, your 
attention is invited to the statements in the special 
report dated June 3, 1955, of the International 
Pacific Salmon Fisheries Commission,* which sets 
forth the destructive effect which diversions into 
the Fraser River might have on salmon fisheries 
there. The salmon industry has been revived asa 
result of joint United States—Canadian efforts and 
heavy expenditures. It is now worth over $15 
million annually to the two countries, with a po- 
tential value of over $26 million. We are seri- 
ously concerned with any proposals for the Fraser 


which would seem to threaten this valuable in- | 


dustry and be in conflict with our treaty “for the 
protection, preservation and extension of the sock- 
eye salmon fisheries of the Fraser River System.”* 

We particularly desire, however, that it be un- 
derstood that our attitude is and consistently has | 
been constructive with respect to investigations 
and formulation of plans by this Commission for 


* See below. 





° Signed May 26, 1930 (Treaty Series 918). 
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further development within the Columbia River 
basin of the water resources of that great basin 
in a manner practicable and in the public interest 
from the points of view of the Governments of 
both Canada and the United States of America 
under the Reference of 9 March 1944. We sug- 
gest that the Commission now continue actively 
with the field investigations and joint studies, 
which have been under way for more than 11 years, 
with a view to: 

(a) Consideration by the Commission and its 
International Columbia River Engineering Board 
of principles applicable, where appropriate, for 
analysis of water-resource developments wholly 
within either the United States or Canada, or in 
both, and of mutual concern and benefit to both 
countries ; 

(b) Accomplishment of necessary studies to 
develop facts and evolve a mutual understanding 
with respect to the engineering and economic as- 
pects of possible water-resource developments of 
mutual benefit; and, 

(c) Discussion and consideration of possible de- 
velopments with a view to formulation of recom- 
mendations to the two Governments of a mutually 
beneficial and acceptable plan of development. 

We of the United States Section hope such 
studies may proceed immediately and go forward 
without interruption, and we are prepared to aug- 
ment the existing International Columbia River 
Engineering Board, Committee, and work groups 
as required to accomplish the work satisfactorily. 
Specifically, we suggest enlarging the Columbia 
Board by one additional member from each coun- 
try and leaving to the Board the problem of any 
changes in its committee and work groups. 

Meanwhile, it seems appropriate that we in- 
form our Canadian colleagues that the Corps of 
Engineers, in cooperation with other interested 
Federal agencies and State and local interests, has 
commenced a review of United States plans for 
development of the Columbia River basin. It is 
expected that this review will develop many con- 
siderations pertinent to our joint studies under the 
Columbia Reference. For example, it will de- 
velop specific data to take account of the changing 
and diminishing value of storage in the future 
as the cost of hydro possibilities increases and the 
ratio of hydro to thermal installations in the sys- 
tem changes. Instead of evaluating storage only 
on the basis of conditions at the beginning of its 
economic life, it will be possible to evaluate the 
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storage over the range of changing conditions that 
can now be foreseen. 

Also, it will be possible to take into account 
the amount of storage that can be advantageously 
utilized during various periods in the future and 
to apportion the beneficial effects of storage 
equitably among the interrelated projects which 
contribute to flow regulation, thus avoiding the 
inequities of assigning higher values to first added 
elements of a plan and remaining values to later 
elements. 


In summary the United States Section of the 
Commission, constructively viewing the Commis- 
sion’s duties and responsibilities under the Colum- 
bia River Reference, says: 

(a) The diversions proposed by the Canadian 
Section would result in very great injury to the 
United States. For this reason alone, no satis- 
factory basis exists for joint consideration of the 
four subjects proposed by the Canadian Chair- 
man last April for joint study. It may be ob- 
served, however, that any joint consideration of 
such diversions wou!d carry the Commission out- 
side of its proper sphere of action under the Ref- 
erence which definitely contemplates recommenda- 
tions by the Commission for further development 
of the water resources of the Columbia basin in a 
manner that “would be practicable and in the 
public interest from the points of view of the two 
Governments.” 

(b) The United States Section and the techni- 
cal staffs of the various departments and agencies 
of the United States are ready, willing, and eager 
to collaborate with our Canadian colleagues in 
continuing the field investigations and studies 
thus far so admirably advanced under the terms 
of the Reference, which contemplates that any 
plan recommended by the Commission shall be of 
mutual, significant, and permanent benefit to both 
Canada and the United States. This, we submit, 
is the duty and responsibility of the Commission 
as entrusted to it by the two Governments. 


REPORT BY CHAIRMAN REID OF INTERNA- 
TIONAL PACIFIC SALMON FISHERIES COMMIS- 
SION 


The International Sockeye Commission [International 
Pacific Salmon Fisheries Commission], created by treaty 
in 1937, was appointed for the purpose of restoration and 
preservation of the once great Fraser River sockeye fish- 
ery which was almost destroyed in 1913. In that year 
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rock dumped into the river at. various points in connection 
with the construction of the Canadian Northern Railway 
almost annihilated the escapement from a run of 30 
million fish. A slide followed in 1914 at Hell’s Gate 
which added to the obstacle. Rock was removed and the 
area was believed to be clear to the passage of fish, but 
the adverse sensitivity of migratirg sockeye to the still 
existing partial obstruction has cost the fishing industry 
and the economy of Canada and the United States almost 
a billion dollars, based on current prices. Losses from 
the obstruction will continue to mount until the river is 
completely rehabilitated. Government reports show that 
pink salmon, which spawned in great numbers in small 
tributaries above the Gate and in the main Thompson 
River, were even more severely damaged than the sockeye. 
These runs are now starting to return because of the 
fishways, but the Commission is in no way concerned with 
this species. 

From the very beginning, operations of the Commission 
were completely unbiased by national interests. A scien- 
tific staff of both Canadian and American citizens of the 
highest caliber was hired to lay a foundation of fact, 
or at least of inescapable logic, behind every action of 
the Commission. The existence of a block and delay to 
migrating sockeye at Hell’s Gate was established and 
the necessity for the Hell’s Gate fishways proven before 
their construction was commenced in 1945. One of the 
most outstanding leads to the requirements for success- 
ful management of the fishery became evident in 1949 
when the first returns from spawners using the fishways 
occurred. These returns showed that the rate of repro- 
duction of the assisted spawners was twice that of those 
which had passed the obstruction prior to the construc- 
tion of the fishways, and this high rate of reproduction 
has since continued each year. 

Without a single national or international controversy 
the Fraser River sockeye are being rehabilitated at a 
rapid rate and the economy of each country is benefiting 
accordingly. The catch of each of the last 4 years has 
approached a 40-year record for the appropriate cycle 
and the catch in 1954 was the greatest on its cycle in the 
history of the Fraser River. The increase in the catch 
in the past 4 years over that of the previous parent 
years is valued at over $42 million. To meet its only 
national obligation—that of dividing the allowable catch 
equally between the two nationals—the Commission has 
so regulated that with a total catch of 18,246,000 sockeye 
over the past 4 years the division has only been 68,000 
fish short of perfection. 

This background of the Commission’s operations and the 
current benefits obtained is described to emphasize that 
scientific facts so paramount in these operations are mak- 
ing it possible to bring about a positive restoration of the 
renewable sockeye food resource; also, that restoration 
operations, which necessitated drastic regulations of an 
intricate nature, have been accompanied by international 
harmony and the unified support of the industry of both 
countries. At the moment, we are reminded of the pro- 
posal to dam the Quesnel River, once a great sockeye 
producing watershed, where only 1,000 spawners existed 
in 1941 and approximately 20,000 in 1949. A demand 
was made in 1952 that the Commission should state the 
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degree and speed of rehabilitation expected in this system, 
With some reservations, but relying on many facts, the 
Commission staff predicted 1 million fish by 1957. Almost 
600,000 returned in 1953, and as many as 2 million in- 
stead of the predicted 1 million may return in 1957. 

Through the course of 17 years of investigations a great 
mass of data has been collected on the requirements of 
sockeye for maintaining a maximum rate of reproduction, 
Being cold-blooded animals, they are complete slaves to 
their environment and every action in fresh water, in fact 
their very existence, is manifestly related to the sun 
cycle. 

Their regular migration from the sea—each population 
migrating at its own time and the same time year after 
year, spawning at the same time year after year, emerging 
from the gravel at the same time year after year and 
returning to the sea at the same time year after year— 
is a necessity for survival. The disastrous effect of arti- 
ficial delays in migration was well proven at Hell’s Gate 
and also in 1946 when the Adams River escapement of 


2,500,000 sockeye which formed the latter part of the run | 





was delayed in arrival on the spawning grounds by ex: | 
tremely low water in the Fraser and Thompson Canyons, | 
The resulting decline in the 1950 run cost our fishing | 


industry an estimated $17 million in that one year alone. 


The relationship of the migration of the adult sockeye | 
to their reproductive environment is so sensitive that | 


the beginning and end of the run are of little value as 
successful spawners and we are forced to recognize this 
in the formulation of our fishing regulations. It is prob- 
able that this relationship is far more critical in the 
continental climate area of the interior of British Colum- 
bia than the coastal area where the seasonal changes 
in climate are not so well defined or severe. The scien- 
tific principles of management of the Commission that 
permit a maximum catch from a minimum escapement 
are too well founded on fact to be disputed, although 
the detailed functioning of these principles in terms of 
reproduction rates has yet to be defined. 

Man in his ignorance or carelessness in certain other 
areas has gradually reduced the North American salmon 
production by changing the environment of the freshwater 
habitat of the salmon to a point beyond the tolerance or 
adjustability of the species during one or more phases of 
its freshwater existence. In doing so, a valuable source 


of protein is being gradually eliminated in an age when | 


the human population of the world is growing at such 
a rate that the land and sea together may in a relatively 


short time be unable to maintain that population with | 


its food producing potential. It is predicted that in a 
few short years many of the current food surpluses in 
North America may well disappear because of the needs 
of a rapidly increasing population. We in our wonderful 
continent of North America will face a protein shortage 
in a very short period of time. 

The Commission, in planning for full rehabilitation of 
the Fraser River sockeye, has carefully analyzed the 
possible effects of the developing industrialization of the 
river basin on the sockeye. Our conclusion has been that 
the only insurmountable obstacle to the maintenance of 


the sockeye salmon would be the random hydroelectri¢ i 
development of the river’s potential power resources. It | 
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is recognized that, if no substitute power source becomes 
available, the economic benefits of the food resource pro- 
duced by the river must be balanced by impartial govern- 
ment against the economic benefits derived from hydro- 
electric power. 

To date industry and government have seen fit to pro- 
tect the sockeye food resource by planning developments 
that do not conflict with its maintenance. The great Kiti- 
mat project was developed on the Nechako River instead 
of, as originally proposed, at Chilko Lake. The Provin- 
cial Government of British Columbia decided not to build 
a dam on the Quesnel River and instead is considering 
the power potential of the North Fork of that stream and 
the North Thompson River, where the maintenance of 
fisheries is not a serious problem. The Commission and 
all other fisheries agencies are trying desperately to 
neutralize the adverse effects of possible power develop- 
ment in migratory channels by evolving fish-saving de- 
vices, but since we are dealing with live animals in a 
great mass of fluid medium and with reactors rather than 
physical barriers the hope of success is extremely small. 
In the meantime the great developments of the present 
atomic age have brought about a change in thinking in 
the short period of 2 or 3 years; instead of the belief 
that thermal power will never replace hydroelectric power, 
the idea is now held that the cost of hydroelectric power 
and that of thermal power may reach equality in a few 
years. With such possibilities ahead, we can only hope 
that, during the interim before we find our economy best 
suited to the development of thermal power, power re- 
quirements can be fully met by the potential power sites 
that will not seriously affect fish. We can then eat our 
eake and live in luxury too. 

The Sockeye Commission has no direct connection with 
the industrial development of the Fraser River watershed. 
Its role is specifically limited to the rehabilitation, pro- 
tection, and extension of the sockeye fisheries, although 
it has the right to make recommendations to the Canadian 
Government in relation to its terms of reference. To avoid 
interfering with the economic development, which is pri- 
marily a matter of national interest, the Commission re- 
stricts its activities in connection with industrial projects 
to the determination of their possible effect on the sock- 
eye of the Fraser River and acts as a technical consultant 
upon request by the Canadian Department of Fisheries. 
Any reports relating such projects to the maintenance of 
the sockeye resource are normally prepared by the depart- 
ment in liaison with the technical staff of the Commis- 
sion. The appropriations to the Commission for scientific 
investigation are adequate, however, to conduct compre- 
hensive studies, and it is for this reason, and logically so, 
that the Commission is probably better informed than 
perhaps any other fisheries agency regarding the possible 
effects of a potential industrial project on the Fraser 
River sockeye. Much of our data have been recently ob- 
tained and have not yet been made available to other 
fisheries agencies except in the case of certain migrant 
control studies being conducted mutually by the Cana- 
dian Department [of Fisheries], the Washington State 
Department [of Fisheries], and the Commission in a des- 
perate attempt to solve a problem common to each agency. 

The Commission, having the background knowledge 
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contained in volumes of principally unpublished data in 
its files, was considerably concerned when the proposal 
was made public to divert the waters of the Columbia 
River into the Fraser River watershed at a place near 
Taft, B.C., on the Eagle River. We have not been offi- 
cially advised of the technical details of the proposal, 
but official statements have been made to the effect that 
15 million acre-feet of stored water might be diverted 
during the low-flow months in the Thompson and Fraser 
Rivers. This stored water, together with the natural run- 
off of the Fraser and Thompson Rivers, would be utilized 
for power development by the construction of a series of 
low-head dams presumably below 200 feet in height. The 
statement has also been made that dams up to 200 feet 
in height would not be detrimental to the salmon resources 
of the Fraser. 

Our data do not bear out this latter conclusion and, in 
fact, are so contrary to it that we gratefully welcome this 
opportunity of advising you of our preliminary conclu- 
sions. 

We are concerned first and most seriously with the 
effect of any dam, regardless of its height, on the up- 
stream movement of mature sockeye. In 1954 an escape- 
ment of 1,250,000 sockeye passed up the Fraser River in 
24 hours en route to the South Thompson River, and it is 
anticipated that in future years when the Quesnel run is 
restored similar phenomenal escapements to the Upper 
Fraser will occur. Even though the Hell’s Gate fishways 
are probably the most efficient in the world and approach 
hydraulic perfection, the 1954 escapement to Adams River 
was delayed approximately 4 days at this point. We have 
already mentioned the effect on the productive capabili- 
ties of sockeye of the prolonged delay in passing Hell’s 
Gate prior to the construction of the fishways, and it was 
adequately proven that most of the fish that were delayed 
12 days or more at Hell’s Gate did not reach their spawn- 
ing grounds at all. If a series of dams were constructed 
in the Fraser Canyon and the Thompson River, the «"mu- 
lative delay at each dam of the large escapemeuts chat 
are the mainstay of the rehabilitated resource would 
eventually destroy the affected populations. This would 
happen regardless of the heights of the dams and regard- 
less of the effectiveness of the fishways constructed to 
pass the migrating fish. 

The delay in the upstream migration of mature adults 
is serious in itself, but several other known effects must 
also be considered. Well-organized studies of mortali- 
ties occurring at a dam 180 feet in height located in the 
State of Washington revealed spillway mortalities, in 
the case of seaward migrating salmon fingerlings, of ap- 
proximately 8 percent and turbine mortalities of 30 per- 
cent. It is very doubtful whether these mortalities can 
be reduced by changes in the design of the dam or turbines, 
and such mortalities become cumulative at each struc- 
ture. As mortalities of seaward migrants are not com- 
pensatory, the returning adult population will be reduced 
by the same percentage of mortality that is effective on 
the fingerlings en route to the sea. Experimental methods 
of guiding seaward migrants to safe passage as they ap- 
proach hydroelectric structures are well developed, but 
the problems are so complex that complete success ap- 
pears impossible and practical success is many years 
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away, if obtainable at all, in rivers the size of the Fraser 
or Thompson. 

At least two other factors may adversely affect the 
production of the Thompson River runs of sockeye. The 
release of 15 million acre-feet of water into Shuswap 
Lake during the cold winter months would completely 
replace the reservoir capacity of the principal rearing 
area of the sockeye produced in this watershed. As this 
replacement could, and probably would, completely change 
the limnological structure of the lake and possibly the 
ecological balance as well, extensive study would be re- 
quired to assess its full effect, so that at present we can 
only conjecture what it might be. The second factor is 
the temperature-structure change in the migratory chan- 
nel which would result from dam construction. Here 
again we cannot assess the effects at this time, but we 
cannot overlook the measured sensitivity of the sockeye 
to its environment and the fact that these fish have 
genetically adapted themselves to existing conditions dur- 
ing the almost countless generations that have utilized 
the watershed for reproductive purposes. 

The possible flooding of important pink salmon spawn- 
ing grounds, while of no legal concern to the Commission, 
likewise cannot be overlooked in assessing the effect of 
the diversion proposal. 

The effect of delay at the proposed dams, regardless of 
their height, and the probable inability of the scientist to 
eliminate downstream mortality, combined with the possi- 
bility in such a situation that other dams may be built 
eventually on the Upper Fraser, raises the serious ques- 
tion of whether the required tens of millions of dollars 
should be spent in attempting to provide effective fish 
protective facilities. On preliminary inspection of the 
proposal, we would be extremely hesitant to recommend 
fish protective facilities in what could easily be a futile 
attempt to save the great Fraser River sockeye salmon 
industry, if the Fraser and Thompson systems are to be 
fully dedicated to power development. The production of 
Fraser sockeye is worth $26,500,000 annually on a poten- 
tial basis and $15,500,000 on a current basis. The other 
species, of course, add materially to the total annual value 
of the Fraser River salmon industry. 

Regardless of such a preliminary conclusion, the project 
obviously has not yet been perfected from an engineering 
standpoint and, when the details are clarified, more ac- 
curate assessment of its impact on the economy of a rap- 
idly growing fishing industry will be possible. We 
sincerely hope, however, that the proposed diversion will 
prove to be the least desirable method of developing 
Canadian power using Columbia River water. 

In the meantime the Commission is at the service of 
the Canadian Government to do everything possible to 
harmonize power and fish, and our current research pro- 
gram, operating in part with those of the other fisheries 
agencies, will continue in the hope of providing new 
answers. Perhaps the physicists and engineers will 
eventually help us out by finding a thermal source of 
energy which is more economical than the rapidly rising 
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cost of hydroelectric construction. This would eliminate 
the final decision on the question of fish or power which 
will have to be made when the power resources of the 
main Fraser are required. 


Caribbean Commission Meeting 
Press release 672 dated December 1 


The Caribbean Commission will hold its 21st 
meeting at Aruba, Netherlands Antilles, Decem- 
ber 5-12, 1955. The United States Commissioners 
who will attend this meeting are: 


Robinson McIlvaine, Co-Chairman, Deputy Assistant Sec- 
retary of State for Public Affairs 

Arturo Morales Carrion, Under Secretary of State, Com- 
monwealth of Puerto Rico 

José Trias Monge, Secretary of Justice, Commonwealth 
of Puerto Rico 


Bindley C. Cyrus of Chicago, Ill., has been 
designated by the Secretary of State, under au- 
thorization of the President, to serve as U.S. 
Commissioner for this meeting since David Victor 
Bornn of the Virgin Islands, the fourth perma- 
nent U.S. Commissioner, will be unable to attend. 

William D. Moreland, Jr., U.S. Consul, Aruba, 
and Mrs. Frances McReynolds Smith, Office of 
Dependent Area Affairs, Department of State, 
have been designated advisers to the U.S. Com- 
missioners. 

The Caribbean Commission is an international 
advisory body resulting from expansion of the 
original Anglo-American Caribbean Commission. 
It serves to coordinate activities of the four mem- 
ber governments, France, the Netherlands, the 
United Kingdom, and the United States, in their 
efforts to improve the economic and social well- 
being of Caribbean inhabitants. 

The principal items for discussion at the 21st 
meeting of the Commission will be the work pro- 
gram and budget for 1956; the recommendations 
of the sixth session of the West Indian Conference 
held at San Juan, Puerto Rico, in May 1955; re- 
ports of the preparatory committee on the Con- 
ference on Town and Country Development Plan- 
ning and the Second Caribbean Fisheries Seminar; 
as well as regional technical assistance projects in 
housing, agriculture, home economics, forestry, 
and education. 
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Geophysical Science and Foreign Relations 


by Walter M. Rudolph 
Assistant to the Science Adviser 4 


It is a truism, now, that the astounding progress 
of science, especially in recent years, has a power- 
ful impact on human relations. It is affecting our 
daily lives. We live together today vastly dif- 
ferently from the way we used to live together, 
largely because scientific knowledge has made the 
change possible. Not only has scientific progress 
made the change possible, but it can furnish op- 
portunities for better cooperative relations among 
civilized people and their governments. 

Foreign relations are merely a segment of hu- 
man relations. The courses adopted or followed 
by a government in carrying on its relations with 
other governments, when added together, con- 
stitute its foreign policy. The factors that must 
be considered in settling upon these courses are, 
to be sure, numerous. There are political, eco- 
nomic, military, and many other factors that must 
be assembled, analyzed, and evaluated before a 
policy is developed. With the leaps and bounds 
of science in the last generation, scientific factors 
have assumed an increasingly significant role in 
the development of these courses. 

An activity that already has had a bearing on 
international relations and doubtless will affect 
them in the future is being planned for 1957-58 
by scientists of 40 nations. They are planning to 
make observations and measurements of the earth 
and the space in which it revolves. They will 
be developing better and sounder scientific foot- 
ings on which a larger and stronger superstructure 
of technology can be built. The activity is known 
as the International Geophysical Year. 

Scientists all over the world have studied the 


— 
* Address made before the Kiwanis Club, Charleston, 
8. C., on Nov. 17. 
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earth for a long time. They already know quite 
a lot about it. There is still much, however, they 
don’t know. So far they have really made only 
spot studies. Scientists from different nations 
have a mass of snapshots, so to speak, of particu- 
lar physical features of particular parts of the 
earth and the atmosphere and the sun and the 
moon, taken at different times and at different 
places by different people using different stand- 
ards. These snapshots have been valuable. 
Scientists have traded them and have laboriously 
adjusted them and pieced them together in an ef- 
fort to form a comprehensive picture that would 
yield more useful knowledge. 

The International Geophysical Year provides 
for the first time a procedure for getting some- 
thing like a moving picture of a wide range of 
physical phenomena of the earth and the atmos- 
phere. This is made possible by international 
cooperation. 


Coordinated World Plan 


Under the aegis of the International Council of 
Scientific Unions, which originally sponsored the 
idea of the International Geophysical Year, groups 
of astronomers, chemists, physicists, and others in 
40 different nations began in 1953 and early 1954 
to draw up 40 plans of study. These national 
groups met together once in Rome in 1954 and 
again in Brussels a couple of months ago. There 
the scientists from each nation told the rest what 
they had planned. In the light of all these plans, 
each national group revised its plans to make them 
fit into a coordinated overall world plan. 

At those meetings scientists from each nation 
were able to map out how each national group 
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could most effectively participate in the global 
job. Meteorologists from tie 40 nations got to- 
gether and worked out an overall plan for observ- 
ing and measuring a large number of physical 
phenomena relating to weather and to atmos- 
pheric circulation. Under the plan, each group 
agreed to do its particular part of the job. Each 
group will throw the results of its work into a com- 
mon pot. The information will then be available 
to all the meteorologists of the world. In this 
way comprehensive knowledge about meteorologi- 
cal phenomena will be accumulated simultane- 
ously all over in a concentrated standard effort 
during a particular period of time and will be 
available to everyone. 

Physicists and others who specialize in geo- 
magnetism got together and worked out similar 
plans for accumulating data on the birth, the life, 
and the death of magnetic storms and other dis- 
turbances. One group of scientific specialists 
after another did likewise. As a result, a world- 
wide, rounded-out, cooperative undertaking has 
been developed. 

In addition to meteorological and geomagnetic 
studies, the scientists have worked out similar 
worldwide cooperative plans for gathering other 
kinds of physical facts. Observations of the au- 
rora will indicate the global relations of these 
phenomena and their causes and significance. In- 
vestigations will be made of the ionospheric winds 
and tides and of the life of ionospheric storms. 
Measurements will be made of radio-wave absorp- 
tion in the ionosphere. Rockets and earth satel- 
lites will be fired into the reaches above the atmos- 
phere, as we know it, to measure temperature, 
pressure, and air motion and to collect information 
about solar and cosmic rays. Various scientific 
aspects of the sun itself, and the moon, and the 
stars will be studied. Scientific facts about the 
oceans as media for travel and as sources of food 
and as influences on weather will be collected. 
Glaciers will be studied as sensitive indicators of 
climatic change. 

Two particular features of the International 
Geophysical Year program deserve special com- 
ment: the Antarctic studies, because they will 
throw light on the only really unexplored area 
left in the world today; and the earth satellite 
project, because it will utilize the very latest tech- 
nique for gathering scientific information hitherto 
unobtainable. 
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Antarctic Studies 


The Antarctic is an area equal to about one-sixth 
of the world. We know little about it. It is ex- 
pected that roughly 10 nations will send about 
20 national expeditions to various parts of the 
Antarctic before or during the International Geo- 
physical Year. Last year the United States sent 
our icebreaker, the U.S.S. Atka, to investigate the 
ice conditions in the Ross Sea and to find good 
locations for new scientific stations there. This 
year, in our operation called Deep Freeze I, sev- 
eral icebreakers and freighters are going down to 





set up additional stations and to prepare for future | 
1.G.Y. operations. The British have just seut an | 


advance party to the Antarctic to explore the 
geography and topography of certain parts of the 


region and to collect data on glaciers, geology, | 


and minerals. 


Plans call for the establishment of 30 or more | 
scientific stations of one kind or another by a | 


dozen different nations. A meeting of scientists 
concerned especially with the Antarctic phase of 
the International Geophysical Year met in Paris 
last July. They mapped out a coordinated plan 
for appropriately spacing the scientific stations 
and agreed on the establishment of an Antarctic 
Weather Central where information can be pooled, 
collated, and disseminated. They worked out com- 


mon safety procedures and reached other amiable | 


decisions about their joint effort. 


Earth Satellite Program 


The earth satellite program was stimulated by 


a resolution passed at the Rome meeting of the 
scientists in 1954. The resolution urged that the 
scientists in all the participating nations give con- 
sideration to the construction of small satellite ve- 
hicles, instrumented to furnish such data as may 
be feasible from outside the earth’s atmosphere. 
Following this suggestion, plans for the construc- 
tion and launching of a small, unmanned, earth- 


circling satellite vehicle were announced last sum- | 
mer at the White House. The satellite program, | 


like the rest of the American part of the L.G.Y. 


° ° . ‘ 
program, has been developed and is being directed 


by some of the Nation’s leading geophysicists 


gathered together by the National Academy of | 


Sciences. 


It is believed that it is possible to send the | 


satellite itself 200 or more miles into space, where 
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it would be in the outer fringe of the atmosphere. 
There, it would circle around the earth in about 
90 minutes. It would spin around the earth for 
days or weeks, gradually circling into the upper 
atmosphere, where it would eventually disinte- 
grate harmlessly. 

The satellite is expected to report to ground 
instrumentation information about conditions in 
the outer edge of the atmosphere. It is hoped 
it can report on extraterrestrial radiations and 
particles that are shielded by the earth’s atmos- 
phere—ultra-violet radiation, cosmic rays, mete- 
ors, and so forth—that have a strong influence on 
the upper atmosphere and indirectly affect the 
lower atmosphere. The satellite has the unique 
advantage of making sustained observations in 
both space and time. In the past, vertical rocket 
flights at high altitudes have given only limited 
information. 

This very sketchy outline of the program for 
the International Geophysical Year, and the 
American participation in it, indicates that it is 
of national and international import. In response 
to the request of the National Academy of 
Sciences, basic scientists from all over the country 
have helped in its planning and will participate in 
its operation. The Academy has requested the 
United States Government to help in the planning 
and has invited leading government scientists to 
join in carrying out the plans. The Academy has 
asked the United States Government to evaluate 
the plans. It proposed that the National Science 
Foundation ask the Congress of the United States 
to appropriate funds for supporting the Ameri- 
can part of the I. G. Y. program. Funds have 
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accordingly been appropriated. Similar proce- 
dures have in general been followed by the 
national scientific organizations in the other 
participating countries. 

How the International Geophysical Year will 
affect our foreign relations in the months and 
years ahead remains to be seen. Our participa- 
tion in this worldwide cooperative undertaking 
has been regarded by the Department of State 
as consistent with our foreign policy objectives 
of stimulating the exchange of scientific informa- 
tion. The Department has worked with the 
American scientists in their planning. It has lent 
its facilities for developing cooperative arrange- 
ments with scientists in other countries when such 
arrangements were appropriate. As the program 
gets into operation, the Department will continue 
its liaison with the scientists in order to insure 
that the details of the operation are carried on 
within the framework of our foreign policy. 

After the International Geophysical Year 
studies are made and they begin to bear fruit, 
who can predict accurately what problems in 
international relations will arise in fields like in- 
ternational transportation and navigation, in 
communication, in commerce, and in agriculture? 
That they will arise is almost inevitable. How 
to meet them will be a challenge. We must repeat 
what we suggested at the outset—that the Inter- 
national Geophysical Year will give an inspiring 
spurt to geophysical scientific progress, and that 
this progress can furnish opportunities for better 
cooperative relations among civilized people and 
their governments. 
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INTERNATIONAL ORGANIZATIONS AND CONFERENCES 





Decision of General Assembly 
Concerning Algerian Question 


Statement by Henry Cabot Lodge, Jr. 
U.S. Representative to the General Assembly? 


The United States supported the motion of the 
distinguished representative from India [V. K. 
Krishna Menon] because we believe that in the 
circumstances it was wise and constructive.2, Our 
reasons for opposing inscription were stated both 
in the General Committee * and in the plenary * 
and are in the record. For the future, the United 
States hopes that all of us will bear in mind the 
grave implications of this organization in taking 
up questions where the action sought would con- 
flict with the provisions of article 2, paragraph 7, 
of the charter. 

This action today is another example of the 
spirit of accommodation and compromise—per- 
haps comity is a good word—which is essential to 
the proper functioning of the United Nations and 
to the achievement of its fundamental purposes. 

We cannot, of course, close our eyes to the 
realities of certain situations and the differences 
of opinion as to what should be done about them. 
But this must not make us forget that the United 
Nations was conceived in the first place as a center 
for harmonizing the actions of its members. 

The particular action we have just taken was 
made possible by wise statesmanship. Having re- 
stored the conditions necessary for full French 
participation in our work, we may now look for- 
ward to a continuation of such statesmanship, 
statesmanship for which the presence and the wise 
counsel of France are indispensable. 


*Made in plenary on Nov. 25 (U.S. delegation press 
release 2290). 

*The Indian proposal read: “The General Assembly 
decides not to consider further the item entitled ‘The 
question of Algeria’ and is therefore no longer seized of 
this item on the agenda of the tenth session.” Both 
Committee I (Political and Security) and the plenary 
adopted the proposal without objection on Nov. 25. 

* BULLETIN of Oct. 3, 1955, p. 546. 

* Tbid., Oct. 10, 1955, p. 582. 
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The motion we have just approved has led us 
out of a most difficult situation fraught with 
danger for the United Nations. The United 
States was therefore glad to join in its approval. 


Colombo Plan Nations Review 
Economic Progress 


Following are a Department announcement on 
the publication of the Fourth Annual Report of 
the Consultative Committee on Economic Devel- 
opment in South and Southeast Asia (the Colombo 
Plan), and the text of a communique issued at the 
conclusion of the Committee meeting at Singapore 
on October 21, together with an extract from the 
annual report, which was attached to the 
communique. 


DEPARTMENT ANNOUNCEMENT 


Press release 677 dated December 2 


The Department of State on December 4 an- 





nounced the publication of the Fourth Annual | 


Report of the Consultative Committee on EKco- 
nomic Development in South and Southeast Asia 
(commonly referred to as the Colombo Plan). 


The report reviews economic development prog- | 


ress in the area from mid-year 1954 to mid-year 
1955 and concludes that “most countries of the 
area maintained and a few surpassed” the rate of 
progress of previous years. 

This report, now being made public by various 
members of the Consultative Committee, was 
agreed upon by the 17 member governments at the 
Seventh Meeting of the Committee held Octo- 
ber 17-21 at Singapore. The United States, 
which has been a member of the Consultative 
Committee since 1951, attended the Singapore 


‘For an address made at the Singapore meeting on Oct. | 


20 by John B. Hollister, director of the International 


Cooperation Administration, see BULLETIN of Nov. 7, 1955, | 


p. 747. For an article on the Colombo Plan by Wilfred 
Malenbaum, see ibid., Sept. 22, 1952, p. 441. 
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meeting and participated in the preparation of 
the report. 

The Committee was established in 1950 initially 
as an organization of Commonwealth countries 
to focus attention on the economic development 
problems of the countries of South and Southeast 
Asia. Early in its history the Committee issued 
a report containing the 6-year (1951-1957) devel- 
opment programs of several of its members in the 
area. It was to this report that the term Colombo 
Plan was first applied, but in operation the Plan 
is principally an intergovernmental committee 
designed to provide a framework within which 
international cooperative efforts can be made to 
promote sound and enduring progress in that area. 

All assistance given by such contributing coun- 
tries as Australia, Canada, Japan, New Zealand, 
the United Kingdom, and the United States is 
bilaterally given and bilaterally received. The 
sum total of U.S. bilateral economic assistance to 
countries of the area is regarded as its contribution 
to the program. 

The Committee meets annually, and its original 
Commonwealth membership has been broadened 
and now includes the following 17 countries: Aus- 
tralia, Burma, Canada, Cambodia, Ceylon, India, 
Indonesia, Japan, Laos, Nepal, New Zealand, Pak- 
istan, the Philippines, Thailand, the United King- 


‘dom together with Malaya and British Borneo, 


the United States, and Viet-Nam. 

The life of the Committee, scheduled to termi- 
nate in 1957, was extended at Singapore to 1961. 

The State Department in releasing the report 
emphasized that the discussion therein of the na- 
tional development projects is the responsibility of 
the governments concerned and does not imply 
financial or other aid for such a program beyond 
that which is being given currently under exist- 
ing bilateral programs. 


Report Shows Notable Increases 


The report finds that, for the area as a whole, 
income and output showed notable increases; but 
these increases were “uneven as between the coun- 
tries in the area, and in a few countries there was 
some setback in the financial situation.” 

The report notes that not all increased output 
can be attributed directly to development expendi- 
tures; it was also due, to a considerable extent, to 
increased world demand for the products of the 
area and to favorable weather conditions for agri- 
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culture. Many projects now being undertaken 
will require some time to complete and will affect 
production only after a considerable lapse of time. 

Outlays by countries of the area for financing 
development during 1954-55 increased and were 
aimed at devoting not less than $2,030 million to 
development expenditures as compared with 
$1,517 million in 1953-54. It is anticipated that 
even higher expenditures will take place in 1955- 
56. The bulk of these resources was provided by 
the countries themselves with external capital pro- 
vided by such countries as Australia, Canada, New 
Zealand, the United Kingdom, the United States, 
and various international institutions providing 
effective supplementary assistance. U.S. assist- 
ance made available from appropriated funds to 
Colombo Plan countries for development purposes 
in the period reviewed by the report totaled $324 
million. 

As in past years, the expansion of agricultural 
resources, including irrigation and related multi- 
purpose power projects, received about 40 percent, 
or the greater share, of development outlays. 
Projects in this field require some time to realize 
their maximum potential, but considerable success 
is already evident in the increased acreage brought 
under cultivation. 

Considerable expansion took place in electric 
power capacity during the year under review. 
The field of transport and communications, which 
continues to absorb about 25 percent of govern- 
mental development expenditures, evidenced fur- 
ther progress in improved road and rail mileage 
and additions to transport equipment. 

The report indicates that the field of social 
services, which again claimed about one-fourth of 
total development outlay, saw further improve- 
ment in the provision of housing, education, and 
health facilities which countries of the area re- 
gard as important for meeting the paramount 
need to raise the low standards of living which 
have characterized the area. 

Projects in the industry and mining sector pro- 
gressed further with many projects initiated 
earlier coming into production, particularly in 
South Asia and the Philippines. 

The Committee’s report indicates that govern- 
mental expenditures on the basic facilities of de- 
velopment in many countries have provided some 
stimulus to private enterprise and investment. A 
number of countries have taken steps to encourage 
the development of private enterprise at home and 


993 








to encourage the inflow of private foreign capital 
through the extension of various financial incen- 
tives and concessions, and other measures. 


Importance of Technical Assistance 


The report notes that as the fourth year of 
Colombo Plan development drew to a close, tech- 
nical assistance, “which is not only an invaluable 
form of external aid in itself, but also a necessary 
prerequisite if full use is to be made of assistance 
in financial and material form,” surpassed pre- 
vious years in the number of trainees sent abroad 
and experts received by countries of the area. 

The report, in addition to its summary of eco- 
nomic events and progress in the development 
field, reviews the principal issues which confront 
countries of the area in the development task 
ahead. 

First, it finds that wide differences exist in the 
economic situations of the different countries 
which are reflected in the varying abilities to mo- 
bilize financial resources and effectively organize 
their development on a long-range basis. 

Secondly, the report indicates that, in spite of 
considerable progress, “much more has still to be 
done and some of the tasks ahead will be even 
harder,” especially when viewed against the prob- 
lem of rapid population growth, the magnitude 
of the employment problem, and comparison with 
prewar standards of living. For countries where 
progress has occurred primarily as a result of 
better use of existing plant and facilities rather 
than any appreciable increases in capacity, the 
task ahead will require even greater effort than 
in the past. 

Third, the report emphasizes that, while the 
need for outside capital remains, the mobilization 
of domestic resources both public and private is of 
paramount importance. Particular recognition 
is given to the importance of private enterprise 
obtaining the financial resources necessary for its 
expansion. 

Finally, the report finds that recent experience 
has thrown into sharper focus the many common 
economic problems calling for the increased coop- 
eration of all countries in the region. 

The report concludes that the difficulties of the 
task ahead should not obscure the solid achieve- 
ments already made and the great efforts which 
have gone into securing them. It states that “the 
idea of co-operative effort, both within each coun- 
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try and between countries, is spreading ever more 
widely and deeply. The concept of international 
economic co-operation embodied in the Colombo 
Plan is of special significance in world history, 
and as the Plan enters its fifth year its members 
may take courage from all that has been accom- 
plished and prepare themselves to meet the chal- 
lenge of the task ahead.” 








COMMUNIQUE 


The Consultative Committee, representing the 
member Governments of the Colombo Plan for 
Co-operative Development in South and South- 
East Asia, has met from 17th to 21st October at | 
Singapore. 

2. As at previous meetings of the Consultative 
Committee, opportunity was taken to review prog- 
ress under the Colombo Plan during the past year, 
to define the task which lies ahead and in the re- 
newal of personal contacts to share experience in 
the solution of common problems. The Ministers 
had received a draft report prepared by the off- 
eiels at their preliminary meeting. After full 
c msideration and discussion they reached agree- 
ment on the text of the Fourth Annual Report of 
the Consultative Committee and approved its pub- 
lication in the capitals of member countries not | 
before 22nd November, 1955. 

3. During the fourth year of the Colombo Plan | 
most countries of the Area maintained and a few | 
surpassed their previous rate of economic prog- 
ress. In general there were noticeable increases in | 
national income and output, particularly in indus- 
trial and mineral production and power genera- 
tion. Some projects adopted at the outset of the 
Plan have now not only been completed but are | 
beginning to bear fruit. Favourable world eco- 
nomic conditions have created an increased de- 
mand for the products of the Area and made it | 
easier for developing countries to obtain the cap- | 
ital equipment they need. But the prices of some | 
commodities, such as rice, have fallen and coun- 
tries dependent on the export of these commodities 
have had special difficulties. 

4. Member Governments in the Area aimed in | 
1954-55 at devoting to development in the public | 
sector not less than the equivalent of some £752 
million as compared with some £542 million in | 
1953-54, and they hope to achieve an even higher 
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expenditure in 1955-56. The bulk of this outlay 
is of course provided by the countries in the Area 
themselves. Over two-fifths of it is directed to 
agriculture, one quarter to transport and one 
quarter to social welfare. 

5. The substantial amounts of capital made 
available by contributing Governments, the In- 
ternational Bank for Reconstruction and Devel- 
opment and by other institutions has been of 
appreciable and increasingly effective assistance 
to the countries of the Colombo Plan area in fur- 
thering their development programmes. Such 
capital has special value as it represents foreign 
exchange which can stimulate a much larger 
amount of domestic investment. 

6. It was recognised that external private capi- 
tal is an essential supplement to the activities of 
Governments. Factors which may deter the flow 
of such investment were considered, and note was 
taken of the special steps being taken to encourage 
it by many member Governments in the Area. 

7. The discussions in the Consultative Commit- 
tee showed that, despite wide differences between 
their situations, certain problems are common to 
most countries in the Area. Prominent amongst 
these is the vital need for ever greater food pro- 
duction, to feed 10 million additional people a 
year in the Area and also to improve existing 
standards of life. Large increases in food pro- 
duction have been achieved in many countries, but 
they are not yet large enough and further in- 
creases may require proportionately greater effort. 

8. Prominent also is the need for greater tech- 
nical skills which, at least as much as finance, are 
the key to economic progress and social welfare. 
Under the various technical assistance schemes 
nearly 7,200 places have been found for trainees 
outside their own countries, of which some 2,200 
places were found in the past year. Similarly 
some 1,200 experts were provided during the year 
to the countries of South and South-East Asia, 
bringing the total to 3,700. The Consultative 
Committee recognised that this type of contribu- 
tion is of great significance. They also considered 
means of extending the scope, increasing the vol- 
ume and improving the operation of the technical 
assistance programmes. 

9. The task ahead is described in the attached 
extract from the Annual Report. It poses the 
problems to be faced, indicates some of the lines 
on which solutions may be found, and describes a 
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situation which offers a challenge to all member 
Governments in their efforts to secure the onward 
progress of South and South-East Asia to greater 
prosperity, stability and peace. 

10. In 1950 it was agreed that the Colombo Plan 
should run until 30th June, 1957. This date no 
longer has any special significance and it was gen- 
erally agreed that the development programmes 
of the countries of South and South-East Asia 
would have to be continued for many years to 
come. The Consultative Committee decided that 
the Plan should continue until 30th June, 1961, 
and that the future of the Plan should be consid- 
ered by the Committee at the 1959 meeting. 

11. Finally, the Consultative Committee ac- 
cepted the kind invitation of the Minister for Ex- 
ternal Affairs of the Government of New Zealand 
to meet next year in New Zealand. 


EXTRACT FROM ANNUAL REPORT 
THe Task AHEAD 


The member countries of the Colombo Plan have not 
only their own steadily accumulating experience to draw 
upon, but also the benefit, particularly at the annual 
meetings of the Consultative Committee, of the experience 
of their fellow-members. On this basis it is possible, 
from time to time, to draw out, in a necessarily tentative 
way, some of the more general issues which tend to be 
obscured by the insistent and multifarious problems of 
the present. 

The issues which have emerged from this review can 
be summarized as follows :— 


(a) Recent experience, in a period when not all coun- 
tries of the area benefited from world economic condi- 
tions which were generally favourable to the economic 
expansion of the area as a whole, has brought out once 
again the wide differences that exist in the economic 
situations of the different countries. 

(b) Considerable progress has been made and some of 
the earlier plans are now bearing fruit, but much more 
has still to be done and some of the tasks ahead will be 
even harder. 

(c) While the need for capital from outside the area 
remains, the close-linked problem of mobilising domestic 
resources is of paramount importance. This is true both 
for public and private capital, and for development in the 
public as well as the private sector. 

(d) The many common economic problems calling for 
the co-operation of all countries in the region, possibly 
in new ways, have been thrown into sharper focus. 


Of the many differences that exist in the position of the 
different countries, the present review has brought out 
two in particular. First, while all countries of the area 
depend, to a large degree and at crucial points, on imports 
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for their development projects, there are wide differences 
from country to country in such factors as the diversity 
and stability of exports, the dependence on imports for 
current consumption, capital inflow or outflow, and the 
size of reserves in relation to turnover ; while none would 
claim to be sufficiently favourably placed in all these 
respects, there are those whose position is obviously more 
precarious. These countries have found it more difficult 
to frame a development programme steadily progressing 
towards fixed targets and have from time to time felt 
themselves obliged to make adjustments. Countries 
which are to a large extent dependent on imports for 
essential goods, and at the same time derive the bulk of 
their external receipts from the export of one or two com- 
modities, which may fluctuate widely in price, have had 
particularly difficult problems. Experience in some coun- 
tries has indicated, however, that the adoption of appro- 
priate fiscal measures, such as flexible export levies and 
credit controls, can help to a considerable extent in miti- 
gating the effect on development of fluctuations in export 
prices. 

Secondly, the countries of the area differ widely in 
the degree to which they have been able to organise their 
development. In only a few has planned economic devel- 
opment been in progress for an appreciable time, and 
even in these it is only now that planning is passing from 
an ad hoc to a comprehensive basis. Others are concen- 
trating mainly on particular projects, which have been 
picked out as the most clearly urgent and necessary. 
Others again are still grappling with the preliminary prob- 
lems of surveying resources, deciding on projects and 
targets, and drawing up a phased programme. This ap- 
plies particularly to those who have had to face the addi- 
tional problems of reconstructing war-damaged facilities, 
and to those where the internal security situation has been 
unfavourable. Such countries face immediate and specific 
problems; for them the more general questions discussed 
below have hardly begun to emerge as yet. All countries, 
however, even the most advanced in these respects, face 
formidable difficulties in collecting the statistical and 
other information they need, in reaching, with such data 
as they can get, the complex technical, economic and 
financial decisions on which plans must be based, and 
creating or expanding the necessary administrative and 
executive organisation. To a large extent these are prob- 
lems of personnel, and valuable help in meeting them can 
be obtained through the Technical Co-operation Scheme 
and the other arrangements for technical assistance. 

It is evident that considerable progress has been made 
in many fields. Targets of production have been reached 
or surpassed in many cases, and a number of countries 
have stated that the point has been reached where their 
own production of staple foods can provide the needs of 
their present population at current consumption levels, 
any imports being required only as reserves. Neverthe- 
less, When the progress achieved so far, not only in food 
production, but in economic development generally, is 
compared with the fundamental problem of raising the 
living standards of a rapidly increasing population, it is 
clear that much more remains to be done. Current levels 
of per capita food consumption, though substantially 
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higher than in the early post-war years, are lower than 
before the war and below accepted standards of nutrition, 

At the same time the population of the area as a whole 
is estimated to be increasing by about 10 million persons 
a year. This rapid growth, deriving from an increasing 
birth rate and from the less often recognised phenomenon 
of a falling death rate, is a fact of singular importance 
for the future development of the area and the improve. 
ment of its living standards. The increasing population, 
and the resultant increase in the labour force available, 
have a special bearing on the magnitude of the employ- 
ment problem. In practically every country of the region 
underemployment, especially in rural areas, is common 
and in some countries unemployment has become a serious 
issue. To the extent that the substantial investment 
necessarily devoted to large-scale projects for the improve- 
ment of basic economic services has been required for the 
importation of services and equipment, additional local 
employment has not been created to a proportionate de- 
gree. Moreover, these projects cannot of their nature 
generate increasing employment until after a considerable 
interval. Development plans have, therefore, both a cur- 
rent and a long-term problem to meet, if opportunities for 
employment in activities beneficial to the economy gener- 
ally are to be created at a rate sufficient, not merely to 
keep up with the annual increase in the labour force, but 
to overtake it. 

It is evident that, even in countries where the largest 
increases in output have been recorded, the next phase 
of development may require still greater efforts. Quite 
apart from the influence of favourable weather condi- 
tions on agricultural output, it is becoming clear that in 
many cases increased output has so far owed more to 
the greater and more efficient utilisation of existing ca- 
pacity than to any appreciable increase in capacity. 
Further increases in production are therefore likely to 
require a preportionately greater effort. Moreover the 
fact referred to in the previous paragraph, that much 
of the investment carried out so far has been concen- 
trated on large-scale projects for the improvement of 
basic economic services, means that visible improvements 
in living standards cannot be expected immediately, since 
it is only after a considerable interval that such projects 
show their full results. 

The review has brought out the difficulties experienced 
in a number of countries in expanding their domestic 
budgetary resources. This has both an internal and an 
external aspect. Internally, owing partly to the time- 
lag, already referred to, between the investment outlay 
on large-scale projects and the return in the shape of 
increased output and incomes, tax receipts have in many 
cases been slow to rise, at a time when, as has been shown 
earlier, considerably increased investment is becoming 
necessary. In these circumstances a number of Gov- 
ernments have found it useful to improve the structure 
and revise the general level of their taxation and in 
some cases to resort to judicious credit creation. The 
external aspect arises from the fact that many countries 
depend on their external trade, not only for foreign ex- 
change but also in a large measure, through import and 
export duties, for internal budgetary revenues. This 
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has meant that the fall in export earnings which some 
countries have experienced, and the restriction on imports 
which some have imposed, have both contributed to a 
fall in budget receipts. The operation of these factors, 
poth external and internal, may lead to a vicious circle, 
with development checked for lack of financial resources, 
while resources remain low for lack of development. 

In these circumstances greater development in the 
private sector can become very important. While the 
provision of certain public utilities and services has often 
been the responsibility of the public sector, the actual 
production of goods and services is the main concern of 
private enterprise. A vigorous and expanding private 
sector is therefore an essential complement to the activ- 
ities in the public sector and Government will no doubt 
give increasing recognition to this fact by assisting the 
private sector to play its part in the planned programme 
of economic development. One form of assistance which 
may be needed more and more by the private sector in 
countries with a very large public sector of development 
may be finance. It is possible that, with the emphasis 
on finding resources for the development of the public 
sector, sufficient financial resources may not be left in the 
economy for the private sector to draw upon. This sit- 
uation is to some extent being remedied by setting up 
financing institutions with Government support for the 
undertaking in the private sector of approved investments 
which fit in with the planned progamme of development. 

As spokesmen for individual countries have stressed, 
the need for increased external capital remains, as a 
crucial supplement to the direct efforts being made by the 
countries of the area to increase their own external 
resources and as a means of breaking the vicious circle 
referred to earlier. In view of the normal ratio of the 
foreign exchange requirements to the local costs of devel- 
opment, a given amount of external capital can be expected 
to facilitate investments some three to five times its 
value in monetary terms. In order to secure this result, 
however, strenuous efforts are required on the part of 
the countries of the area to mobilise their internal 
financial resources. 

External capital may come from friendly Governments, 
international institutions, and private investors. Capital 
from Governments and international institutions such 
as the International Bank has been made available at 
an increasing rate and many Governments in the area 
are devoting increasing attention to the problems of uti- 
lising such funds more rapidly and efliciently. Mention 
may also be made of the additional possibility of making 
use of agricultural surpluses, on mutually agreed terms, 
to supplement available resources. Private capital in- 
flow continues to make a significant contribution to the 
Tesources available for some countries. Foreign capital 
participation can be extremely valuable in fields involving 
specialised know-how. With this in mind a number of 
Governments are adopting policies specially designed to 
help increase the flow of foreign capital. In this connec- 
tion reference may be made to the International Finance 
Corporation, the object of which is to help finance private 
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undertakings in this as well as in other parts of the 
world.” 

Different as these countries are, it is clear that they 
have many problems in common, and that there is much 
they can learn from each other. The extension through- 
out the area of improved techniques of rice production 
is one example of this; another is the successful taking 
up by many countries of the idea of Community Develop- 
ment schemes, under which villagers are encouraged, 
trained and helped to help themselves in the provision 
of roads, schools and other forms of improvement which, 
though small in themselves, are cumulatively of great 
importance. Such schemes have great value, not only in 
material terms, but also more intangibly, in that the 
possibility of progress by co-operative effort is thus 
brought home to many who are far removed from the 
more obvious development in urban centres. 

Co-operation is also possible in another way. Reference 
was made to the check to development plans which is 
apt to occur when the terms of trade take an unfavourable 
turn, in countries unduly dependent on current export 
earnings, especially from one or two export commodities. 
This has naturally led to a conscious effort on the part 
of such countries to diversify their economies and to make 
themselves less exposed to outside economic ups and 
downs. To the extent that such diversification leads 
to an increased and more effective use of resources, 
with better balance between the different sectors of the 
economy, it is certainly desirable. In their efforts 
towards this end, however, it is possible that Governments 
may pursue policies which may result, at least for the 
time being, in a contraction in the total volume of trade. 
While of course each Government is and must remain the 
judge of its own most immediate needs and policies, it 
may be expected that they will take appropriate account 
of each other’s development plans in drawing up their 
own, and will continue to use the annual meetings of the 
Consultative Committee as a clearing-house of ideas 
and information, bearing in mind that the long-term goal 
of development is to maximise incomes and so promote 
higher levels of trade both within the area and with the 
rest of the world. 

This outline is necessarily brief and such conclusions 
as it seeks to draw are inevitably provisional. If it 
seems to lay undue stress on problems and difficulties, 
this is because it is the business of the Consultative 
Committee to consider such matters, and by the sharing 
of experience to help towards finding solutions. This 
should not obscure the solid achievements recorded and 
the great efforts that have gone into securing them. The 
idea of co-operative effort, both within each country and 
between countries, is spreading ever more widely and 
deeply. The concept of international economic co-oper- 
ation embodied in the Colombo Plan is of special signifi- 
cance in world history, and as the Plan enters its fifth 
year its members may take courage from all that has been 
accomplished and prepare themselves to meet the chal- 
lenge of the task ahead. 


?For a summary of the principal features of the Inter- 
national Finance Corporation, see ibid., May 23, 1955, 
p. 844. 
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Current Actions 
MULTILATERAL 


Aviation 

Convention on the international recognition of rights 
in aircraft. Opened for signature at Geneva June 19, 
1948. Entered into force September 17, 1953. TIAS 


2847. 
Ratification deposited: Sweden, November 16, 1955.’ 


North Atlantic Treaty 


Agreement between the parties to the North Atlantic 
Treaty regarding the status of their forces. Signed 
at London June 19,1951. Entered into force August 23, 
1953. TIAS 2846. 

Ratification deposited: Portugal, November 22, 1955. 

Agreement on status of the North Atlantic Treaty Organ- 
ization, national representatives and international staff. 
Done at Ottawa September 20, 1951. Entered into force 
May 18, 1954. TIAS 2992. 

Ratification deposited: Portugal, November 22, 1955. 

Protocol on status of international military headquarters. 
Signed at Paris August 28, 1952. Entered into force 
April 10, 1954. ‘LIAS 2978. 

Ratification deposited: Portugal, November 22, 1955. 


BILATERAL 


Ecuador 


Agreement for performance by members of Army, Naval, 
and Air Force Missions of duties specified in article V 
of the Mutual Defense Assistance Agreement of Febru- 
ary 20, 1952 (TIAS 2560). Effected by exchange of 
notes at Quito July 29 and August 24, 1955. Entered 
into force August 24, 1955. 


Colombia 

Agreement providing guaranties against inconvertibility 
of investment receipts authorized by section 413 (b) 
(4) (B) (i) of the Mutual Security Act of 1954 (68 
Stat. 846-847). Effected by exchange of notes at Wash- 
ington July 14, 18, and November 18, 1955. Entered 
into force November 18, 1955. 


France 


Agreement providing for the disposition of equipment 
and material no longer required in the furtherance of 


*Sweden does not consider that the convention, as 
ratified by Mexico (subject to a reservation) and Chile 
(subject to a reservation), will enter into force between 
Sweden and Mexico or Chile. 
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the mutual defense assistance program. Effected by 
exchange of notes at Paris September 23, 1955. Entered 
into force September 23, 1955. 

Agreement amending article III of the surplus agricul. 
tural commodities agreement of August 11, 1955 (TIAS 


3340). Effected by exchange of notes at Paris Noven- 
ber 18, 1955. Entered into force November 18, 1955. 
Japan 


Agreement providing for payment of damages caused 
by United States aircraft to the property of Japanese 
nationals. Effected by exchange of notes at Tokyo 
August 24, 1955. Entered into force August 24, 1955. 

Agreement for cooperation concerning civil uses of 
atomic energy. Signed at Washington November 14, 
1955. Enters into force on date of exchange of notes 
establishing that all constitutional or statutory proce. 
dures of the two governments necessary to give legal 
effect to the agreement have been completed. 


Paraguay 


Agreement providing investment guaranties authorized 
by section 413 (b) (4) of the Mutual Security Act 
of 1954 (68 Stat. 846-847), to insure against losses 
from inconvertibility, confiscation, or expropriation. 
Signed at Asuncién October 28, 1955. Entered into 
force provisionally November 15, 1955. 


Thailand 


Agreement for the sale and purchase of tin concentrates, 
Signed at Bangkok November 14, 1955. Entered into 
force November 14, 1955. 


Turkey 


Agreement modifying the agreement for the exchange of 
commodities and the sale of grain of November 15, 
1954, as supplemented (TIAS 3179, 3204, 3205). 
Effected by exchange of notes at Washington July 6 
and November 18, 1955. Entered into force Novenm- 
ber 18, 1955. 


Viet-Nam 


Agreement providing for an informational media guaranty 
program in Viet-Nam. Effected by exchange of notes 
at Saigon October 11 and November 3, 1955. Entered. 
into force November 3, 1955. 





THE FOREIGN SERVICE 





Recess Appointments 


Max Waldo Bishop as Ambassador to Thailand, De 
cember 3. 
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964 & 
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